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ALBERTA THEATRE PROJECTS 
Calgary, Alberta 


APPLEBY, DR. L.H. 
Quesnel, British Columbia 


ASDA COMMUNICATIONS CONSULTANTS 
Ottawa, Ontario 


ASSOCIATION CANADIENNE DE LA RADIO ET DE 
TELEVISION DE LANGUE FRANCAISE 
Trois-Riviéres, Québec 


ASSOCIATION DES PRODUCTEURS DE FILMS DU QUEBEC 
Montréal, Québec 


ASSOCIATION DES REALISATEURS DE FILMS DU QUEBEC 
Montréal, Québec 


ASSOCIATION OF TELEVISION PRODUCERS AND 
DIRECTORS 
Toronto, Ontario 


ASSOCIATION QUEBECOISE DES DISTRIBUTEURS DE FILMS 
Montréal, Québec 


ASTRAL BELLEVUE PATHE LTEE 
Montréal, Québec 


BANGAY, MRS. E. 
Scarboro, Ontario 


BARTHOLOMEW, MICHAEL 
Toronto, Ontario 


BASSE Divwio 
Toronto, Ontario 


BELL CANADA 
Montreal, Quebec 


s.. GARY 


Scarboro, Ontario 


BMI CANADA LIMITED 
Don Mills, Ontario 


BOOK & PERIODICAL DEVELOPMENT COUNCIL 
Toronto, Ontario 


BOYD, PAUL 
Vancouver, British Columbia 
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COMMENTS /COMMENTAIRES 


BRITISH COLUMBIA FILM INDUSTRY ASSOCIATION 
Vancouver, British Columbia 


BRITISH COLUMBIA TELEVISION BROADCASTING 
SYSTEM LTD. 
Vancouver, British Columbia 


BROADBAND COMMUNICATIONS NETWORKS LIMITED 
Toronto, Ontario 


BROWN, COLIN N. 
Willowdale, Ontario 


CABLECASTING LIMITED 
Toronto, Ontario 


CABLE TV LTD. 
Montreal, Quebec 


CANADIAN ACTORS' EQUITY ASSOCIATION 
Toronto, Ontario 


CANADIAN ANIMATION PRODUCERS ASSOCIATION 
Toronto, Ontario 


CANADIAN ASSOCIATION FOR ADULT EDUCATION 
Toronto, Ontario 


CANADIAN ASSOCIATION OF BROADCASTERS (THE) / 
L'ASSOCIATION CANADIENNE DES RADIODIFFUSEURS 
Ottawa, Ontario 


CANADIAN ASSOCIATION OF MOTION PICTURE PRODUCERS 
Toronto, Ontario 


CANADIAN AUTHOR'S ASSOCIATION 
Tantallon, Nova Scotia 


CANADIAN BROADCASTING CORPORATION/SOCIETE 
RADIO-CANADA 
Ottawa, Ontario 


CANADIAN BROADCASTING LEAGUE/LIGUE DE LA RADIODIFFUSION 
CANAD LENNE 
Ottawa, Ontario 


CANADIAN CABLE TELEVISION ASSOCIATION/ASSOCIATION 
CANADIENNE DE TELEVISION PAR CABLE 
Ottawa, Ontario 


CANADIAN CHILDREN'S MAGAZINE 
Victoria, British Columbia 


CANADIAN CONFERENCE OF THE ARTS/ 
CONFERENCE CANADIENNE DES ARTS 
Toronto, Ontario 


CANADIAN FILM AND TELEVISION ASSOCIATION/ 
ASSOCIATION CANADIENNE DE CINEMA-TELEVISION 
Toronto, Ontario 


NUMBER /NUMERO 


1976 


110 


62 


71 


82 


85 


73 


70 


38 


90 


24 


SZ 


Sy 


39 


111 


10 


Sy. 


Loa 


N-27 


N-53 


N-25 


N-28 


NUMBER / NUMERO 


COMMENTS /COMMENTATRES” 3 92 ae ee ee 8 a 
CANADIAN FILM DEVELOPMENT CORPORATION/SOCIETE 100 
DE DEVELOPPEMENT DE L'INDUSTRIE CINEMATOGRAPHIQUE 
CANADIENNE 
Montreal, Quebec 
CANADIAN FOOTBALL LEAGUE ial 
‘eo: Ontario 
CANADIAN GUILD OF POTTERS 104 
Toronto, Ontario 
CANADIAN MUSIC COUNCIL 103 
Ottawa, Ontario 
CANADIAN PUPPET FESTIVALS 20 
Chester, Nova Scotia 
CANWEST BROADCASTING LTD. 57 
Winnipeg, Manitoba 
CARROLL, BRIAN M. 94 
Ottawa, Ontario 
CHANNEL SEVENTYNINE LIMITED 60 N-37 
Toronto, Ontario 
CHAPIN; MRS. ELLEEN J: 33 
Mississauga, Ontario 
CHUM LIMITED 68 
Toronto, Ontario 
CINEO PRODUCTIONS 80 N-33 
Toronto, Ontario 
CONSUMER'S ASSOCIATION OF CANADA/ASSOCIATION 30 N-26 
DES CONSOMMATEURS DU CANADA 
Ottawa, Ontario 
CONTINUING COMMITTEE ON RACE RELATIONS, MEDIA 4 N-44 
SUBCOMMITTEE 
Toronto, Ontario 
CORPORATION CIVITAS LIMITEE/CIVITAS CORPORATION LIMITED 46 
Montréal, Québec 
CORPS OF CANADIAN (OVERSEAS) FIRE FIGHTERS (THE) 23 
Toronto, Ontario 
COUNCIL OF CANADIAN FILMMAKERS (THE) ad: N-58 
T to, Ontario 
DIRECTORS GUILD OF CANADA St 
Toronto, Ontario 
EDMONTON VIDEO LIMITED 44 
Edmonton, Alberta 
ELECTROHOME LIMITED oe) 


Kitchener, Ontario 
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FRONT COMMUN SUR LES COMMUNICATIONS 
Montréal, Québec 


GERRIDZEN, MRS. S.1. 
Toronto, Ontario 


GIBBONS, MISS JACQUELINE 
Fredericton, New Brunswick 


GLOBAL TELEVISION NETWORK 
Don Mills, Ontario 


GOVERNMENT OF ALBERTA, 


MINISTRY OF UTILITIES AND TELEPHONES 


Edmonton, Alberta 


GOVERNMENT OF NEWFOUNDLAND AND LABRADOR 
DEPARTMENT OF TRANSPORTATION AND COMMUNICATIONS 


St. John's, Newfoundland 


GURION, STEVEN 
Toronto, Ontario 


HEMMINGS, TONY 
London, England 


HENDERSHOT, MISS L. 
Toronto, Ontario 


HOSSACK, MISS DONNA 
Vancouver, British Columbia 


INTER-CHURCH COMMUNICATION 
Toronto, Ontario 


INTER-CHURCH TELEVISION (B.C.) 
Richmond, British Columbia 


JOINT BROADCAST COMMITTEE (ACA & ICA) 


Toronto, Ontario 


JOINT REPRESENTATION BY: 


AMERICAN FEDERATION OF MUSICIANS, ASSOCIATION OF 
CANADIAN TELEVISION AND RADIO ARTISTS, CANADIAN 
ACTORS' EQUITY ASSOCIATION AND THE CANADIAN 


LABOUR CONGRESS 
Ottawa, Ontario 


JOINT REPRESENTATION BY: 


ATLANTIC TELEVISION SYSTEM LIMITED, ATV CAPE BRETON 
LIMITED AND ATV NEW BRUNSWICK LIMITED 


Halifax, Nova Scotia 


JOINT REPRESENTATION BY: 


CNCP TELECOMMUNICATIONS AND AGRA INDUSTRIES LIMITED 


Toronto, Ontario & Montreal, Quebec 


JOINT REPRESENTATION BY: 


CO-ORDINATING COMMITTEE OF THE CANADIAN CONFERENCE 
OF THE ARTS AND THE COUNCIL OF CANADIAN FILMMAKERS 


Toronto, Ontario 
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JOINT REPRESENTATION BY: 
MATCHOSIE FARM AND QUADRANT FILMS LTD. 


Victoria, British Columbia and Toronto, Ontario 


JOINT REPRESENTATION BY: 


Y, B. PAUL & HIGGINS, PATRICIA 
fax, Nova Scotia 


JOINT REPRESENTATION BY: 


TRANS-CANADA TELEPHONE SYSTEM AND TELESAT CANADA 


Montreal, Quebec & Toronto, Ontario 


JOLLIMORE, W.L. 
Wolfville, Nova Scotia 


KASSNER, M.H. 
Ottawa, Ontario 


LARKIN, MR. AND MRS. J.M. 
Toronto, Ontario 


LEITERMAN, DOUGLAS 
Toronto, Ontario 


LINDSAY SPECIALITY PRODUCTS LIMITED 
Lindsay, Ontario 


MADDEN, W.L. 
Sechelt, British Columbia 


MARQUIS, RUTH 
Thornhill, Ontario 


MARWICK, STUART 
Toronto, Ontario 


MID-CANADA TELEVISION 
Sudbury, Ontario 


MI MEDIATRONICS INTERNATIONAL LTD. 
Richmond, British Columbia 


MOFFAT COMMUNICATIONS LIMITED 
Winnipeg, Manitoba 


MOTION PICTURE THEATRE ASSOCIATIONS OF CANADA 
Toronto, Ontario 


NDWT COMPANY (THE) 


, - Ontario 


NIAGARA CO-AXIAL LIMITED 
Stoney Creek, Ontario 


OFFICE DES COMMUNICATIONS SOCIALES 
Montréal, Québec 
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ONTARIO EDUCATIONAL COMMUNICATIONS AUTHORITY (THE) 98 
Toronto, Ontario 


ORGANIZATION OF SASKATCHEWAN ARTS COUNCIL 67 
Estevan, Saskatchewan 


PEARSON, PETER 9 
Toronto, Ontario 


PRIVATE TELEVISION BROADCASTERS IN CANADA 9)9) N-23 
Toronto, Ontario 


PRODUCTIONS MUTUELLES LIMITEE/MUTUAL 43 N-39 
PRODUCTIONS LIMITED 
Montréal, Québec 


PROJECTIONS PRODUCTIONS LTD. 21 
Toronto, Ontario 


PRO-VISION LIMITED 108 
Halifax, Nova Scotia 


PTN PAY TELEVISION NETWORK LIMITED/RTP LE RESEAU 28 N-13 
DE TELEVISION A PEAGE LIMITEE 
Toronto, Ontario 


LA RADIO DES PLAINES LTEE (CKVR) 91 
Drummondville, Québec 


RICHARD, JOHN D. 16 
Ottawa, Ontario 
ROBERTSON, H.G. 105 


Sechelt, British Columbia 


ROBINSON, GERALDINE 106 
Flesherton, Ontario 


ROSS, MRS. DULCIE A. 114 
Surrey, British Columbia 


SALTER, LIORA 88 
Vancouver, British Columbia 


SELKIRK HOLDINGS LIMITED 76 N-40 
Toronto, Ontario 


SHANDREL, AEYRON 15 
Vancouver, British Columbia 


SMITH, ROXANN VIVIAN LOZ 
Mississauga, Ontario 


SOCIETE D'EDITION ELECTRONIQUE 59 N-56 
Montréal, Québec 


SOCIETY OF FILM MAKERS (THE) 7 
Ville St. Laurent, Quebec 


COMMENTS /COMMENTAIRES 


SLORY wehbe. 
Willowdale, Ontario 


SWITZER, I. 
Toronto, Ontario 


@ ors: VIDEOTRON 


St-Hubert, Québec 


TELEMEDIA COMMUNICATIONS LTEE 
Montréal, Québec 


TELE-METROPOLE INC. 
Montréal, Québec 


TEL-PRO ENTERTAINMENTS 
Toronto, Ontario 


TORONTO MOTION PICTURE PROJECTIONISTS 
Toronto, Ontario 


WESTERN APPROACHES LIMITED 
Vancouver, British Columbia 


“WESTERN CODED TELEVISION LIMITED 
Ottawa, Ontario 


WEST KOOTENAY CABLEVISION SOCIETY 
Trail, British Columbia 


WEST KOOTENAY FILM PRODUCTIONS 
Trail, British Columbia 


WRITERS' FEDERATION OF NOVA SCOTIA (THE) 
Halifax, Nova Scotia 
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CANADIAN ASSOCIATION FOR ADULT EDUCATION 


299 PRINCE ARTHUR AVENUE, TORONTO MSR 1B2 (416) 924-6607 


Pitotas Pub executive director (ANN MORRISON MS (FOON ) 


September 29, 1976 
Dear Mr. Lefepvre: 
PAY-TV 
We wish to submit the enclosed Brief regarding 
Pay-TV fox consideration by the Commissioners 
at the forthcoming hearings. 
Yours very truly, 


8 
Cou yA eRe. 


Ian Morrison 
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> SECRETARIAT 
Mr. Guy Lefebvre 


Director Gene’ al HIRE ' 176 


Canadian Kadio-Television and 

Telecommunications Commission — 
Berger Building io 
100 Metcalfe Street c. R, Fis, 
OTTAWA, Ontario 
K1A ON2 


CANADIAN ASSOCIATION FOR ADULT EDUCATION 


CORBETT HOUSE - 29 PRINCE ARTHUR AVENUE, TORONTO MSR 1p2 (416) 924-6607 


presufent ALAN M THOMAS. PHD erxceutive director TAN MORRISON Sty choos ) 


BRIEF TO 
THE CANADIAN RADIO-TELEVISION AND TELECOMMUNICATIONS COMMISSION 
REGARDING PAY-TV 


INTRODUCTION 


The Canadian Association for Adult Education is greatly concerned to 
note the apparent haste with which major governmental and corporate 
institutions are rushing to espouse the implementation of Pay-TV in 
Canada. We are also aware that, in this haste, insufficient attention 
may be given tc the impact of the introduction of Pay-TV upon Canadian 
education, educational delivery systems in general, and particularly 


adult and continuing education. 


We therefore welcome the Opportunity extended by the CRTC hearings to 
delineate some of the potential implications of Pay-TV on Canadian 
education and to press for a moratorium on Pay-TV decisions until such 


time as the educational and other implications of the Propositions now 


being filed before the Commission may be examined in . public forum. 


THE CAAE 


The Canadian Association for Adult Education is a private, non-profit, 
voluntary organization founded in 1935 to promote opportunities for 

adult learning in Canada. Its three principal functions are to link 
individuals and institutions within Canada concerned with adult education 
and to extend links between Canada and the world community, to promote 
innovation and best practice in the field, and to exa:line existing and 
proposed policies and structures affecting the opportunity of Canadian 
adults to learn. CAAE is a membership organization consisting of 650 
individuals and 150 institutions representing all provinces and territories 
in Canada. Based in Toronto, its operations are financed by labour, 
management, government, foundations and private individuals, including 

its members. CAAE maintains a standing committee on adult learning in 

the communications media and this committee is responsible for preparation 


of the present submission. 
UNDERLYING ASSUMPTIONS AND PRINCIPLES 


Since 1935 CAAE has maintained an active concern for and interest in 
issues affecting public broadcasting policy in Canada including, particularly, 
educational implications of broadcasting policy. Over this period four 


continuing principles have motivated our concern: 


(1) Support for a national broadcasting system in Canada. 
(2) <A concern for the public interest in broadcastin,: policy. 
(3) The need to promote equality of access by Cenadians to 


broadcast opportunities with respect to both geographic 


and economic considerations. 


(4) Access by all Canadians to education opportunities free 


of charge. 


Our approach to the Pay-TV debate is based upon these fundamental 


assumptions and principles. 
THE IMPACT OF PAY-TV 


We believe that a full discussion is needed on the impact of Pay-TV 

upon other areas of broadcasting, particularly educationa. communications. 
We further believe there is a danger that the profourd implications of 
Pay-TV upon educational communications may not receive the attention 

they deserve because of the secondary role of provincial authorities 

(who have the constitutional responsibility for education) in the 


determination of policy decisions in the broadcasting field. 


We consider that the CRTC should address itself towards repairing the 
inadequacies in the existing cable distribution system before that 


system is given the credibility of a genuine alternative to broadcasting. 


If, as others have stated, ownership of a Pay-TV system is a licence to 
print money, the CRTC should exert, in the public interest, a strong 
degree of control over the utilization of that money and, in our view, 
divert substantial funds towards educational and cultural programming 


rather than amusement programming only. 


There may indeed be a potential contribution which Pay-TV can make towards 
educational object ves in Canada, but no decisions on the implementation 


of a Pay-TV system should be taken until its impact upon educational and 


other cultural policies is better understood. 


EDUCATIONAL OPTIONS FOR PAY-TV 


Our speculation on the potential contribution of Pay-TV to educational 


objectives inciudes the following options. 


It may be that under certain of the proposed delivery mechanisms a 
potential will exist for offering individual instruction in specialized 
subjects to audiences smaller than those to which public educational 
broadcasting institutions can cater. We would urge the Commission to 
analyse the submissions of those parties with a financial interest in 
the implementation of Pay-TV in terms of the reference within their 


proposals to educational applications. 


If, for example, a system were approved which provided for payments 'by 
program’ rather than by month, it might be possible to achieve co-operation 
between Pay-TV distribution systems and educational institutions so that 
specialized programmes cane be offered via this medium to the individual 
at home while providing the educational institution with a fee collection 


mechanism. 


If Pay-TV programming were required to include significant educational 
content, a positive by-product of this requirement might be encouragement 
of the productiyn of educational programming by university and college 
media centres, which could offer a major financial stimulus in their 


operation. 


Would it be possible to assign a single channel within each Pay-TV system 


to a recognized educational institution (for example a university or 


community college) to offer educational programming? 


In any such arrangement we would urge re-consideration of the present 


Cable-TV policy of asserting an unrealistic distinction between ‘community 
programming’ and ‘educational programming’ with the concomitant tendency 


to bifurcate and reduce audience size. 
CONSIDERATIONS IN REGULATING PAY-TV IN CANADA 


In order that educational and other non-profit needs will not be neglected 
in any Pay-TV system to be developed, CAAE believes that all interested 
parties should have a voice in the policy direction and administration of 
Pay-TV in Canada. A co-ordinating body should be considered, perhaps as 
an advisory committee to the Ponmis seo to include representation from 
educational and other interests. A major concern of this body would be 

to ensure consideration of the public interest in the initiation and 


development of Pay-TV within Canada. 
THE MARKET FOR EDUCATIONAL PROGRAMMES 


We believe that considerable work must be done to ascertain the market 

for specific educational programmes that might be offered under any Pay-TV 
policy. This Association would be happy to co-operate with the Commission, 
given adequate financial support, to undertake and co-ordinate background 
studies of the v-ducational market for Pay-TV, and to establish a directory 
of production resource facilities available within the post-secondary 
educational institutions, the private sector and elsewhere, to promote 


educational programming in a future Pay-TV system. 


CONSIDERATION OF A PILOT SYSTEM 


Consideration should be given to establishing a pilot system under CRTC 


supervision in a medium-sized Canadian city in order to iron out prospective 


problems before a Canada-wide approach is started. Within such an experiment 


should be included an on-going evaluation of the educational component. 
SUMMARY AND CONCLUSION 


In view of the many unanswered questions facing the Commission on the 
implementation of a Pay-TV system - among them questions and concerns 
raised in this brief - CAAE asks the Cammicaton to place a moratorium 
on any decisio. to implement Pay-TV until there is adequa*e opportunity 
for evaluation of the impact of the proposals now before the Commission 
upon other parts of the broadcasting system including educational 


communications. 


We believe that very serious attention must be given to the questions 
of the role, function and social purposes of Pay-TV before a decision 
is made to implement any approach. In the evaluation of the various 
alternative approaches, we and others concerned for educational 
communication would appreciate an opportunity to study the implications 


for educational communications of the various alternative systems. 


Because we believe the implications of Pay-TV in Canada will be profound, 


we urge a moratorium to ensure that these implications will tend towards 


the social and cultural betterment of Canada. 
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BROADBAND COMMUNICATIONS NETWORKS qi (oy 869-0152 


TELEPHONE ROR 


.) LIMITED 
= PHO. Box 249, XSONANEXSPRESTXWEEK XS SSE 
Toronto-Dominion Centre, *[aRMNnxaxEmorxwn 
Toronto, Ontario. 
MSK 1J5 


September 27, 1976. 
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Canadian Radio-Television & Telecomm 


COMME 


Commission, SECRETARIAT 
Berger Building, : 
100 Metcalfe Street, COMMENTAIRE 


OCs .4 1378) 


Ottawa, Ontario. 


GRaBo 2 
acy FASS, a 


Attention : Mr. G. R. Lefebvre 


Dear Sirs: 
Re: June 30, 1976 Request for Submissions 


Concerning Pay Television in Canada 


Broadband Communications Networks Limited (BCN) filed a brief on 
the subject of pay television and other related matters in connection 
with the Commission's public hearing on cable television policy in 
June, 1975. A copy of that brief is attached. 


BCN welcomes the: initiative of the CRTC and the Minister of 
Communications in taking further steps toward the introduction of pay 
television in Canada. We believe that the comments contained in our 
earlier submission are still entirely relevant and, therefore, wish to 
reiterate them. 


While we agree that increased Canadian program production should be 
the priority at this time, we would urge that in pursuing this objective 
some of the other longer range potentials of cable television systems not 
be ignored. The structural decisions that are made in connection with 
the introduction of pay television will have a profound impact on the 
future ability of cable television systems to serve other needs of the 
citizens of Canada. 


In its efforts to achieve some of the further potentialities in 
cable television, BCN is continuing its research efforts in broadband 
communications including participation in fiber optics studies. 


Serre a 


<= 


a 


Mr. G. Lefebvre September 27, 1976. 


In determining the structure for pay television we ask that 
full cognizance be taken of the fact that only if the pay television 
delivery system, including the home terminals, is owned and operated 
by the cable industry will the new generation of communications 


services so long sought after become a reality. 


Sincerely, 
BROADBAND COMMUNICATIONS NETWORKS LIMITED 


WEJ:cs 


BOA CBAND COMMUNIGSGATIONS NETWORKS 


LIMITED VELEPHONE 953-1073 


83 Barber Green Rd. , YS gx OHCSERES OWES CORR REX RBS 
> Don Mills, Ontario. XPSRBNAROBE OE K 


May 14th, 1975. 


Canadian Radio-Television Commission, 
Berger Building, 

100 Netcalfe Street, 

Ottawa, Ontario. 

K1A ON2 


Attention : Mr. G. R.. Lefebvre 


; Director General of Licensing ; ; 


Dear Sirs: 


Re: Cable Television Policy 


Public Hearing — June, 1975 


Broadband Communications Networks Limited (BCN) was 
established. in mid 297/2¢ The following seven* Canadian 
cable television companies have participated from this 
date and are interested in a continuing joint research 
aACELVULY : 


Cable TV Limited 

Canadian Cablesystems Limited 
Community Video Limited 

CUC Limited 

National Cablevision Limited 
Premier Cablevision Limited 
Rogers Cable TV Limited 


ke opjective of this organization is to explore thm new 
eaneration of broadband communications services that could 
eveloped: in conjunction with cable televisicn systems. 


a ‘ 


Much attention has been paid to the promise and potential 
of new broadband services and some work has been done in develop- 
ing the necessary technology. Little has been done to test the 
practical or social valve of such services or to determine their. 
impact on the Canadian broadcast system as a whole. It was 
for tnis reason that BCN was established. Whether or not we 
embarx on a new generation of communications services, a new 
communications technology, may well depend on the ovtcome of 
the oroject that BCN has undertaken. 


 ) * (ho Jarmain group of companies and Maclean-Hunter Cable TV 
Limited were also founding members. The former subsequently 


merged with Canadian Cablesystems Limited. 
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The basic 2D9roach adopted by BCN was as follows: 


1. 


Identif otentially viable new broadband cable 
services: As a first step, it was decided to 
attempt to identify a small number of new services 
that might initially be able to support a broadband 
interactive network; further services could be 
added once this had been established. As part of 
this stes, BCN decided to participate in a major 
multi-client study of broadband services carried 
out by the Arthur D. Little consulting erganization. 


Develop a prospectus for a pilot pro‘ect: The next 


step was to develop a business plan for a priot 
project in Canada to prove and refine these services 
and test their marketability. 


Carry outce pilot project: If the prospectus was 


sufficiently promising to attract the necessary 
financial support, a comprehensive pilot broadband 
project would be carried out.in conjunction with a 
cable television system in a carefully s2lected 
location. 
Expane to provide new services and technology on 
a broacer scale: Assuming the pilot project was 
Successful, the new BCN services would be implemented 
by <ne participating companies. In addition, know- 
how and equipment developed by BCN would be made - 
available to other companies —- possibly on an inter- 


nationaz scale. 


eee 
Us 1 
Ow 


WO MOU Teh 


PJ Udy dete tty 
SD 

Sie ie 
(Gee PLOT TM 


WD 
(h Wn 


2 


z 


*s) 


aan Te 1) 


CG 


(Oe 


25 acvancec the funds necessary to complete the 
5i2D5 listed above and has reached a number of 
cenciusions concerning the pilot test and the 

¥ Or ciiering these new ‘services on a broad scale. 
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i ne pilot experiment should include the 
follcwing services: ’ 
: Premium Television - including high quality, e 


IGT PSP El Tae a PEE a ERS ES e 
first subsequent run movies, sports events 
and cultural events. 


' Marketing Services - various combinations of 
passive, active and interactive services from - 
classified advertising to in-home shopping 
services. a fl be 


- ° Data Retrieval Services ~— various combinations 
 ———— ° e r . 
of alphanumeric data available on an interactive 
basis for news and information. 


f Audio Services - additional FM stereo ana 
quadraphonic category and request music services. 


: Social Services - Experimental interactive 
educational services, health and safety data, 
FOl] taking, etc. 


. 

Lu 

ng package of services is likesy to be proftit-— 
i 


basis}. Even then the alphanumeric data retrieval 
exvise would be marginal and could not be contemplated 

in the company of other more profitable Services. 

=elt alphanumeric data retrieval should never-— 

© included in the pilot experiment because acts 
3st advanced of all the services under consider-— 
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Lot, test should involve approximately 500 
ing placed in a carefully selected sample 
Or Ones. The test would last approximately 12 months. 


the 


« Of the pilot test would be approximately 
= which it has been assumed one hal€ could 


ined from various levels of government because 
researcn and development nature of the PLOT ecty 
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5: Most of the existing members of BCN are prepared 
to commit the funds necessary for the pilot project 
(i.e. $1.5 million in total) if a favourable regulatory 
Climate for the pilot test and subsequent scale up 
seems reasonably assured. 


BCN Interest In The 


Proposed Cable Policy 


Broadband communications appears to hold forth the promise 
of great benefits to our society in terms of information, ; 
education and enlightenment and general convenience. It appears 
to hold forth an opportunity for Canadians to develop a dramatic 
new communications technology. As with any new technology, it 
also has the capacity for misuse. In the upcoming hearing on- 
cable policy we are at a crossroads. 


services in Canada. The potential for broadband communications 
has been likened to the revolution that occurred following the 


invention of the telephone and, before that, the printing of books. 


“ne decision to develop or suppress this potential is toa 
considerable ¢agre2 in the Commission's hands. 


+7, the answers to the following questions will 
~1er there is any future for BCN: - j es : 


Ee Willi sav ty be developed by the cable companies or 
ouners? Some of the more advanced services BCN would 
-3X2 <3 Savelop, including alphanumeric data RECrLeval 3 
can on,;v s2 contemplated in they are provided along 
witn other services suchias pay tv whose viability 
GOSears <o D2 relatively more promising. A decision 
2O Dravyent cable companies from taking entrepreneurial 
initiative in connection with pay tv could effectively 
preciuce the Gevelopment of other more advanced types 
O= services by the cable companies. 


etereretei oy 


The decisions the Commission 
makes on cable ,olicy may decide the fate of broadhand communications 


€ 
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Wili 22s advantages of a single multi-purpose 
terminal device be recognized? From an econoric, 
esthetic, and convenience point of view ste, aks 
obviously desirable to follow a course of develop— r 


ment that in the longer run contemplates a Single 
multi-purpose terminal unit capable of delivering 

a variety of new services. It is hard to imagine 
how this result could be achieved by encouraging 

the installation of special-purpose terminals by a 
variety of parties. The development of a multi- 
purpose terminal is of critical importance to BCN 
because few of the services that can be developed 
would be capable of supporting the cost of a terminal 
unit on their own. 


Will experimentation and the development of new 
services be encouraged? Unless BCN perceives positive 
encouragement for experimentation and for subsequent 
development of new communications services on a larger 
scale, it would be imprudent to spend la~ge sums of 
money on a pilot test of the kind BCN has planned. 

In Canada we should be concerned with innovation -— 
particularly in new communications services and 
technology. T£ such innovation an@ risk taking 

are to occur, positive encouragement must be provided. 
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Toes oeeoLecesal opportunity to appear at the June 
Sl=esorate our views. ‘ 
Sincerely, 
BROADBAND COMMUNICATIONS NETWORKS 
LIMITED 
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Chairman. 
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THE WRITERS FEDERATION OF NOVA SCOTIA (> | 


M. Guy Lefebvre, 22 September, 1976 - ; 
Secretary-General, Rocewed by = Recu par 


Berger Building, SECRETARIAT 

100 Metcalf Street, Bi 
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Dear M. Lefebvre: 


The Writers’ Federation of Nova Scotia views with great concern the precipitate 
haste with which it is proposed to introduce pay television in Canada, and the 
undemocratic manner in which discussion of a matter so profoundly affecting 
their lives and livelihood is being denied Canadian artists and to the Canadian 
public at large. 


The W.F.N.S. represents some 60 professional writers and more than 400 other 
persons who practise writing on a part-time, freelance basis. The facilities 
and funds made available for national and regional television and film pro- 
duction vitally affect not only the earning capacity of these writers, but their 
ability to reach the Canadian public and to make the contribution to Canadian 
cultural life which is their principal raison d'etre. Regional production, in 
particular, has in the past been lamentably inadequate in providing an outlet 
for Canadian writing, acting and production talent, as well a; in serving the 
needs of regional audiences. Good sense demands that no move should be made to 
introduce new and revolutionary measures into an already chaotic industry with- 
out first ensuring that it will not worsen the plight of the artists and diminish 
the already unsatisfactory service to the public. This Federation believes that 
a vigorously expanding regional production and transmission capability is es- 
sential to Canadian cultural health and growth, and that no step should be taken 
until its full protection and proper development for the public good is assured. 


The Honourable Jeanne Sauvé, Minister of Communications, has said that the intro- 
duction of Pay-TV on < large scale is inevitable. This seems to be an admission 
that Canada has no control over the proliferation of the electronic media or 

the uses to which they shall be put. If this is true, the pu»lic has at least 
the right to know whether this development is inevitable because of pressures 
from those with a vested financial interest in it, because the technocrats cannot 
be resisted, because Canadian culture cannot flourish without it, because of 

 ] popular demand, or for some other reason. 
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Mme. Sauve also said: 


"On introduction into Canada, (pat-TV) must play its part to 
ensure the growth and development of the Canadian program 
production industry and the broadcasting system.... We cannot 
lose this opportunity by focusing on new hardware or structures 
in isolation. 


"J... we must take care that Pay-TV is introduced in an orderly 
ana contrclled fashion.... there would be little reason to 
permit (its) introduction.... if it were left to develop in the 
same manner as the motion picture industry in Canada. Foreign 
interests have acquired a virtual monopoly over exhibition and 
distribution, thus gaining control over the financial resources 
needed for production." 


The words "on introduction into Canada", when taken together with the last- 
quoted sentence, have an ominous ring. And if introduction is inevitable, 
the talk of permitting it or not is empty indeed. But our main concern is 
that there seems no more certain way of ensuring that introduction will not 
take place in "an orderly and controlled fashion", than by undertaking itn 
unnecessary haste, without careful study, without consultation with the 
artistic community and with no opportunity for public discussion. So far as 
the artists are concerned, their contribution at this stage can make the 
difference between the flourishing of television as a true and potent vehicle 
of a healthy cultaral identity and its continuance in the role that has earned 
it the name "idiot box.” 


This potential new source of revenue for the production and dissemination of 
Canadian TV programs and films could be of incalculable benefit to the arts, 

to Canadian production capability and to the viewing public. It is the clear 
duty of the goverrment and of the controlling bodies involved to guarantee 

that the greatest possible portion of those revenues is used for the attainment 
of those benefits. 


We urge the government to SLOW DOWN. 


We recommend that the question of Pay-TV be given exhaustive study, which shall 
include the fullest consultation with the arts community md adequate public 
hearings. We further recommend that no date be set for the closure of the 
discussion until it can be more clearly seen that justice will be done and the 
maximum benefit will be derived. Those who advocate haste are usually those 
with the most to fear from public scrutiny. 


Yours truly, 


Hoek bency, 
Chairman, 
Writers' Federation of Nova Scotia. 


THE CANADIAN EXECUTIVE 
COMMITTEE (PROVISIONAL 


EXECUTIVE SECRETARY, 
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FIRST VICE CHAIRMAN, 
SANDY WEBSTER 


SECOND VICE CHAIRMAN 
VERNON CHAPMAN 
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ANNE BUTLER 


TREASURER, 
LESLIE YEO 


JOHN ARAB 

MAGGIE ASKEY 
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ANNE MARIE CLARK 
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FRANK R. HOGG 


Canadian Actors’ Equity Association 


64 SHUTER STREET, TORONTO, ONTARIO, CANADA M5B 2G7 TELEPHONE: (416) 869-1334 
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Mr. Guy Lefebvre, 

Director General - Licensing, 
Galina Gers 

100 Metcaife Street, 

Ottawa, Ontario. 

KIA ON2 


Dear Mr. Lefebvre: &, Rt. F; S. 


Re: Pay TV and the Legitimate 
Theatre, Opera and Ballet 


Canadian Actors' Equity Association (CAEA) represents professional 
performing artists in the legitimate theatre, opera and ballet in 
the English-speaking milieu in Canada. 


The advent of Pay TV, if properly regulated, could prove generally 
beneficial to professional performing artists and theatrical com- 
panies in Canada. However, if well-thought out controls are not 
‘nstituted at the outset it would seem likely that the impact of 
Pay TV could have a damaging and long-term effect on our theatres 
and artists. 


The hasty implementation of Pay TV without adequate prior study 
could result in a loss of audience to the "live" theatre if, for 
example, the exposure of imported programmes devoted to drama, 
opera and ballet is not limited in some way. This could have ad- 
verse 2ffects on the revenue and well-being of our theatrical com- 
panies with a resulting negative effect on the position of the 


Canadian artist vis-a-vis job opportunities. Also, adequate levels 
of payment to Canadian performing artists employed in Pay TV must 


Acre 


Mr. Guy Lefebvre -2- September 24, 1976. 


be safeguarded and additionally the question of Canadian content will un- 
doubtedly require consideration in the context of Pay TV. 


Further, the quality of programming is of major importance to CAEA which 

holds the view that live" theatre, opera and ballet can only be successfully 

transferred to TV after extensive re-staging for that medium and moreover that 
any "live" presentation transferred to TV cannot replace the experience of ac- 
tually being present in the theatre at a performance. 


CAEA therefore urges that Pay TV be the subject of public hearings and that 
all aspects of its implementation and use be well considered in advance of 
placing the control in the hands of a permanent and responsible public agency 
devoted primarily to the interests of the Canadian public. 


Yours sincerely, 


) y Ls 
Vis We lez At &) 
DM: vk Dan MacDonald, Chairman, 


Canadian Executive Committee 
(Provisional Council). 
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SUBMISSION 
TO THE 
CANADIAN RADIO-TELEVISION AND TELECOMMUNICATIONS COMMISSION 
ON THE INTRODUCTION OF 


A PAY-TV SYSTEM IN CANADA 


FROM INTER-CHURCH COMMUNICATION 


Receivid by - Resu par 
SECRETARIAT 
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PURPOSE 


This submission is made to reaffirm our support of the policy stated 
in the Broadcasting Act that the system should "safeguard, enrich and 


strengthen the cultural, political, social and economic fabric of Canada". 


APPROACH 


Within the context of that policy, we recognize 

(a) the importance of governmental and regulatory encouragement 
of the development of broadcast programming and feature films 
by and for Canadians, 

(b) the deterministic effects of technological development which 
have rendered Pay-TV a matter of "when" and "how" rather than 
Eee gil 4 

(c) the strains which could be placed on both the letter and the 
spirit of the Act, and upon the Canadian broadcasting system, 
in the attempt to reconcile the practices and proposals of 
the vested interests within the broadcasting and programming 
systems, 

(d) the unresolved proposals of provincial governments in the 


area of off-alr and cable communications. 
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DISCUSSION 


A. OBJECTIVES 


The federal government has stated three objectives of any pcoposed 


Pay-TV system. 


1. It must provide a range of programming which does not duplicate 
that now offered by broadcasters and must do so without siphoning 
programs from the broadcasting system. 


The question arises as to why the present system does not provide that 


"pange of programmir.g". 


It does not because the U.S. commercial system, which overwiielmingly 
dominates North American broadcasting, is programmed for maximum 
audience (with few exceptions). Pay-TV, run as a commercial undertaking, 
would presumably be subject to the same pressures for mass-oriented 


entertainment programming. 


In addition, it appears to us that the CBC has been forced into, or 
has acquiesced to, a situation which has rendered it incapable of 
providing the ravge of programming (including products of the independent 


film industry) which we have reason to expect. 


2. It must ensure the production of high-quality Canadian programs 


which Canadians will watch. 


We would have expected this to be the mandate of the CBC. The President 
of the Corporation indicated recently that he sees such production as a 
high priority. Obvivusly no one can, or would wish to, force Canadians 
to watch anything. However, the intent of the Broadcasting Act would 
suggest that the CBC should be given the resources to "ensure...high- 
quality" programming. Then people throughout the country would benefit 
equally, not just those who have access to, or the money to pay for, a 


Pay-TV system. 


However "high quality" is defined, the proportion of Canadian programming 


and its placement in terms of "prime", "off-prime" or "daytime" are of 


great concern to us as we contemplate a new system. 
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DISCUSSION (OBJECTIVES) CONT. 


3. It must ensure that programs are produced in Canida for inter- 


national sale. 


Certainly some programs and films would be suitable for use in inter- 
national markets. Some are now sold abroad. Given the intent of the 
Act, however, one would question whether this should be a top priority. 
Producers who attem>t to speak specifically and meaningfully to the 
Canadian situation must not be made to suffer in any way fer the benefit 


of those who set out to produce for the international market. 


we ty 


DISCUSSION CONT. 


B. A PAY-TV SYSTEM 


Madame Jeanne Sauve, the Minister of Communications, is quoted (BROAD- 
CASTER, August/76) as saying: "We must ensure that (the introduction of 
Pay-TV) does not disrupt the existing system and that it brings the 
highest possible benefits to private and public broadcasters, cable 
operators, program producers, actors, writers, and above all, the 


Canadian public." 


We see no way in which Pay-TV can be introduced without disrupting the 
existing system. That, however, is not our primary concern. Our 
concern is that any resulting system should maximize the opportunities 
for high-quality Canadian programming in the public interest as 


interpreted by the Act. 


The CRTC will be receiving a number of submissions regarding the 
development of a Pay-TV program agency. We presume that there will be 
submissions from PTN, CBC and CTV and at least one other which will argue 
that Pay-TV should have a "common carrier" status. Details of these 
submissions will remain sketchy until such time as they are available 


for public scrutiny. 


We would, however, like to make a preliminary comment about the PTN 
proposal. PTN clearly states that its programming would consist over- 
whelmingly of U.S.-produced, early-run films. With feature films 

routinely budgeted at many millions of dollars, the $10-20million 

which PTN envisages being thrown off by the system for Canadian production 
will not go far. A comparison with the annual CBC programming budget 

is sobering. As good as the Canadian productions might be, a "one-for-us", 


"five-for-you" system could hardly be justified under the Act. 
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DISCUSSION (A PAY-TV SYSTEM) CONT. 


We would concur with Kirwan Cox who says (in the Canadian Council of 
Filmmakers' PAY-TV): ",.. Pay-TV must not simply become another 
conduit that increases the saturation of Canada with foreign program 
material.... Canadian programming...must be the primary content." We 
sense that the Canadian programming community, particularly its creative 
and artistic elements, supports the spirit of the Act and is convinced 
that, given the funds to do the job, it can produce programming which 


° ° 


is just as appealing as the U.S. variety. 
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POLICY PROPOSALS 


The churches, which pioneered in the encouragement of the use of 

cable technology in creating "community", look upon the Pay-TV "stampede" 
with some trepidativn. The technology is rampant, champing at the bat: 

Entrepreneurs are hovering anxiously, waiting to cash in. We agree with 

Madame Sauve who states (BROADCASTER, August/76) that "care must be 

taken to ensure that Pay-TV is introduced in an orderly and controlled 


fFashlonvn 


We urge that the CRTC: 


1. Initiate a process regarding Pay-TV which takes into account 
not only “order" and "control" but also public education. 


2. Call public hearings at such times as policy stetements, regulations 


and applications are announced in order to ensure the fullest 


possible discussion of the public interest factors involved. 


3. Provide for the broadest possible access, for both producers 
and consumers, to any new system. 


4. Consider the effect on the home situation, if explicit violence 


and sex are to be considered proper program elements on a 
Pay-TV_ system. 


5. Have the wisdom and courage to say "not" if the proposals it 
receives do nothing to further the intent of the Act. To quote 
Kirwan Cox again: "At this point we have no Pay-TV errors to 
overcome (as with other media). We can design a system from 
the ground up that is suited to us. We must apply vision... 


We must not be afraid to be daring." 


Seely, 


Respectfully submitted: 


29 Sept 76 


W.E. Lowe, 
Chairman of Inter-Church Communication; 


Director of Planning, Anglican Church of Canada 


Roger C. Cann, 
Secretary of Inter-Church Communication; 


Executive Secretary, Department of Communications 


Baptist Convention of Ontario and Quebec 


Waiter A.e Schultz, 
Treasurer of Inter-Church Communication; 
Executive Director, 


Lutheran Council in Canada - Communications 


bonnie Brennan, 
Board Member, Inter-Church Communication; 
Director, Public Information, 
Canadian Catholic Conference 


Frank G. Brisbin, 
Board Member, Inter-Church Communication; 
Secretary, Division of Communicaticn, 
The United Church of Canada 


Harry A. Crawford, : 
Board Member, Inter-Church Communication; 
Communication Consultant, 
°resbyterian Church in Canada 
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3700 BOULEVARD LOSCH, ST-HUBERT, P.Q. Tel.: 656-2111 


Saint-Hubert, Québec 
le 30 septembre 1976 


COMMENT 
COMMENTAIRE Recoived by — Regu par 
Cane tc ap 
100 rue Metcalfe, CRETARIAT 
Ottawa, Ontario. nit 4 ae 
A l'attention de M. Guy Lefebvre _ CRE. 


Cher Monsieur Lefebvre, 


Le 30 juin dernier le Conseil sollicitait des 
opinions concernant la télévision 4 péage au Canada. 
Nous vous soumettons le présent mémoire qui définit 


les objectifs suivants qui assureront le développement 
de cette télévision 4 péage. 


1.- Le Conseil: 
- permettre d'élargir la base de nos revenus 
(contenus et services spécialisés sélectifs 

a péage). 


2.- La Cablodistribution: 
- offrir des systémes de cablodistribution 4 
multiples canaux inter-actifs; 


- inter-relier les systémes; 


- Mettre en place un terminal de 1’usager 
permettant d'offrir des contenus et services 
spécialisés sélectifs 4 péage. 


3.- Les producteurs canadiens: 

- nous croyons que la technologie des canaux 
multiples, les systémes inter-actifs et 
inter-reliés, ainsi que la méthode de paiement 
par contenu développeront et assureront le 
marché pour les productions de contenus canadiens 
spécialisés . 


Bt 


” Steep rag 


Selon le scénario proposé, la technologie de notre 
industrie sera utilisée pleinement, les intéréts et les 
besoins particuliers du public seront satisfaits et le 
développement de la production canadienne spécialisée sera 
assurée par un marché local et 4 l'étranger, entendu qu'il 
y a carence dans ce secteur. 


Veuillez agréer cher Monsieur Lefebvre, 1'expression 
de no; sentiments respectueux. 


Bien a vous, 


aa 
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André Chagnon, 
Président. 
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INTRODUCTION 


TELECABLE VIDEOTRON désire s'exprimer sur le théme 
de la télévision 4 péage (ou payante) afin de s'as- 
surer que les organismes responsa.les pergcoivent 
toutes les avenues possibles et qu'ils explorent 
toutes les possibilités de ce nouveau service 


offert aux abonnés de la cablodistribution. 


Nous croyons que la télévision 4 péage sera un 


service actif, a l'abonné, de distribution: 


- de contenus et services spécialisés; 
- distribués sur plusieurs canaux; 
- disponibles selon un mode sélectif; 


- payés selon une méthode de paiement par 


souscription et par contenus ( per 


program). 


par opposition a: 


la distribution d'un co:tenu d'intérét 


de masse; 


distribué sur un seul canal; 


disponible selon un mode sélectif; 


- payé selon une méthode de paiement par 


souscription; 


tel que généralement employé dans le modéle améri- 


cain de télévision 4 péage. 


Nous croyons que nous devons élargir la probléma- 


tique de cette télévision 4 péage et l'inclure 


dans la problématique globale du déve_oppement 
de l'industrie. 


Nous vous présentons le point de vue d'une 


entreprise cui, depuis quelques années, 
expérimente et développe de nouveaux services 
a des abonnés et explore des avenues nouvel- 
les tant dans la nature et la recherche des 
contenus que dans l'adaptation et le dévelop- 


pement des moyens technologiques. 


Nous vous soumettons quelques éléments d'ana- 
lyses sur la télévision 4 péage poussées a 
méme une étude sur la perception, par nos 
abonnés, de notre service d'auto-programma- 


tion et sur quelques autres @léments généraux. 


Nous vous soumettons des ficteurs indicatifs 
qui vous permettront d'identifier le devenir 
de la cablodistribution sans laquelle 


prospective on ne peut identifier le réle 


catalyseur de la télévision 4 péage. 


a LE POINT DF VUE DE L'ENTREPRISE 


VIDEOTRON oeuvre dans le secteur de la cablodistri- 
bution depuis 1964. En 1973, a St-Jér6me, elle 


inaugurait son premier systéme de canaux multiples 


interactif. 


TELECABLE VIDEOTRON a débuté, en septembre 1975 

sur la Rive-Sud de Montréal *1, la construction 

d'un systéme de cablodistribution aux fins de des- 
servir les 52,000 foyers existants. Présentement le 


systéme a plus de 20,000 abonnés *2. 


© 


TELECABLE VIDEOTRON a présenté 4 sa clientéle un 


service global comprenant quatre (4) familles 


de services: 


lo- la retransmission de treize (13) 
Stations de télévision convention- 


nelle (annexe A). 


*1: Territoire comprenant les villes de Longueuil, 
St-Hubert, Laprairie et Brossard. 


*2: Les travaux de construction seront terminés 
en novembre 1976. 


20- 


30- 


LAY 


nous avons consacré huit (8) canaux 
a la diffusion, 24 heures par jour, 
d'une banque de quelque 2,000 docu- 
ments dont les contenns sont réperto- 
riés sur huit (8) champs ou centres 


= A 


d'intéréts selon la formule du magasi- 
ne spécialisé: - science - enfant - 

- affaires sociales - 3e age - etc -. 
La programmation de ces huit (8) 
canaux est réalisée par la communauté 


selon la formule d'auto-programmation 


(annexe B). 


Dix (10) autres canaux sont utilisés 
pour transmettre de l'information 
traitée sous des regroupements spécia- 
lisés: - nouvelles - calendrier des 
activités - comparaison de prix - 
vidéothéque - météo - etc — (annexe C). 
Nous utilisons, pour assurer le stockage 
et le traitement de cette information, 
un ordinateur et des générateurs de 
caractére alpha numériques. Cette 
information sera transmise éventuelle- 
ment dans une forme digitale vers 
1'abonné pour @tre reprodvite, sous la 
forme alpha numérique, sur le téléviseur 
par un générateur de caractére intégré 
au terminal de l'usager. Cette méthode 
permettrait de libérer les canaux vidéo 


actuellement utilisés pour distribuer 


ces contenus. 


4o- 


Un canal pour chaque ville desservie 

est réservé a la vidéo-communication. 
Nous explorons beaucoup plus cette 

forme de communication int 2ractive 

a cause des caractéres spécifiques de la 
bi-directionnalité (communication dans 
les deux sens de notre systéme). 
L'approche traditionnelle de production 
et de réalisation de programmes d'intérét 
de masse est actuellement trés bien des- 
servie par la télévision hertzienne 
conventionnelle. Nous croyons que nous 
devons miser davantage sur la spécifi- 


cité de la cablodistribution: 


1. la multiplicité 

2. la bi-directionnalité (interaction) 
3. l'accessibilité et la souplesse 

4. l'authenticité (miroir) 


5. l'instantanéité, la spontanéité 


et la simultanéité 


6. avec l'intégration de la technologie, 


nous approchons a grands pas vers: 


l'individualité, la multipolarité. 
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Si nous avons voulu situer notre entreprise, 
c'est beaucoup plus pour témoigner de nos 
particularités et expliquer que, tout en 
étant solidaires A nos associations profes- 
sionnelles, nous nous devons d'ajouter 


quelques considérations. 


Elles sont dictées par notre expér. ence 
particuliére et elles reposent sur les 
caractéristiques de l'industrie énoncée 


précédemment. 
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aa QUELQUES ELEMENTS D'ANALYSES SUR LA 


TELEVISION A PEAGE. 


La télévision 4 péage doit @tre le catalyseur de 
nouvelles ressources afin de répondre aux besoins 


de contenus et de services spécialisés,. 


La capacité de transporter simultanément plusieurs 
fréquences et l'interaction assurée par la bi-direc- 
tionnalité constituent la plus grande originalité 
de la technologie que nous utilisons. Il y a lieu 
d'envisager, dans un processus de mise en place de 
la télévision 4 péage, que cette multiplicité tende 


a répondre davantage A des besoins personnalisés. 


La télévision hertzienne conventionnelle répond 

aux impératifs de la moyenne tant dans ses contenus 
que dans ses horaires de diffusion. La cablodistri- 
bution est l'alternative et la réponse valable aux 
attentes des usagers qui ne trouvent, dans cette 
télévision de masse proposée par les stations 
conventionnelles, ni la souplesse ni la disponibilité 


qu'ils souhaitent. 


La télévision 4 péage ne devrait pas étre lL" addition 
d'une station de télévision de masse avec un contenu 
encore plus axé sur la moyenne. Elle doit tendre a 


devenir, comme la bibliothéque, une collection de 


sujets multiples. 


o> 


Du méme coup, on éviterait de confondre deux (2) 


systémes. Ces systémes sont intrinséquement 
différents. Dans ce contexte, le débat sur la 
problématique de la fragmentation des marchés 
est stérile, l'une et l'autre des structures 


sont complémentaires. 


La télévision a péage, dans le contexte de la 
cablodistribution, se définirait en vertu d'un 
objectif particulier beaucoup plus qu’en réaction 


a la radio-diffusion. 


Dans cette optique, l'analyse de la promotion et 
du développement de la production canadienne de- 
vient fort différente. On parle davantage de 
contenus spécialisés qui pourraient répondre a 


des besoins particuliers. 


Cette vocation de productions spécialisées, compte 
tenu des contingences internationales, semble 
beaucoup plus réaliste et pourrait trouver preneur 
a l'étranger attendu qu'il y a carence dans ce 
secteur *l, Russel Karp, président de Tele Prompter 


Corp. (Voir annexe G) 


*1]: Pay T.V., Toronto, 2 juin 1976, Convention ACTC. 
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L'inquiétude de plusieurs producteurs et cablo- 


distributeurs dans cette orientation s'exprime: 


lo- par le manque d'intérét que peut susciter 
un systéme de diffusion de contenus 


= 


spécialisés; 


20- par le renouvellement et la modernisation 
des infrastructures que nécessite la 


télévision 4 péage. 


A_la premiére allégation, nous opposerons simple- 


ment quelques résultats obtenus snr la Rive-Sud 

de Montréal. Notre entreprise a atteint, dans 

une région ot les signaux hertziens sont disponi- 
bles avec des "oreilles de lapin", une pénétration 
supérieure a 45% dans moins de douze (12) mois 
alors que des entreprises beaucoup plus importantes 
que la nétre, aprés plus de quinze (15) ans d'‘exis- 
tence dans des territoires représentant des ca- 
ractéristiques semblables, voient leur pénétration 
inférieure 3 35%. Nous avons analysé récemment le 
phénoméne et tenté de la quantifier. Un ques tion- 
naire, déposé en annexe D, a été adressé a un 
échantillonnage représentatif de notre clientéle. 
Sur les quatre (4) services offerts, plus de 447 


de cette clientéle disait s'étre abonn? pour les 


contenus spécialisés de 1'auto-programmation. 
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as 


Cette méme étude démontrait que, dans un pourcen- 
tage aussi élevé, les usagers du systéme considé- 
raient que ce service d'auto-programmation était 
A raison de 15.3% le service le plus utilisé et 
il était retenu comme deuxiéme choix dans un 


pourcentage de 442. 


Nous croyons aussi que la technologie des canaux 
multiples et la méthode de paiement par contenu(s) 
développeront le marché pour les producteurs de 


contenus spécialisés. 


De plus, les radio-diffuseurs y tiouveraient un 
marché lucratif additionnel pour leurs productions 


canadiennes. 


Il s'agit 14, j'en conviens, de données trop particu- 
liéres pour justifier une décision ou une orientation 
définitive en matiére de télévision 4 \éage. 

Nous croyons cependant qu'elles sont suffisamment 
significatives pour que les organismes réglementaires 
n'arrétent pas leur décision sur une formule restrictive. 
Au contraire, nous souhaitons qu'ils adoptent une 
souplesse suffisante qui nous permettra davantage 
d'explorer le principe de la distribution 4 1' abonné 
de contenus et de services spécialisés distribués sur 
plusieurs canaux, disponible selon un 1.ode sélectif, 
payés selon une méthode de paiement par souscription 


ou par contenu (s). 
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Dans la deuxiéme allégation, il est évident que 


peu d'infrastructures de cablodistribution ont 
atteint le stade de développement suffisant pour 
instaurer et généraliser un service de télévision 


a péage tel que décrit précédemment. 


Nous croyons que la technologie actuellement 
disponible sera intégrée dans quelques années A 
tous les systémes existants. Cette avenue 
nouvelle favorisera ainsi le développement d'un 
ensemble d'autres services sélectifs décrits 

en annexe E qui se justifieront pr la mise en 


place: 
lo. d'un terminal 3 l'usager (Annexe F) 
20. d'équipement périphérique (Annexe F) 
30. d'une technologie d'entreposage de 


contenus audio-vidéo (numéralisation 


des images par ordinateur). 


40. et par l'inter-liaison des systémes. 


Ti 


3. UNE INDUSTRIE EN MUTATION 


L'analyse de quelques facteurs sociologiques, 
économiques, énergitiques, tecnologiques et 
politiques nous permet de préciser le réle qu'une 
industrie comme la nétre pourrait étre appelée a 


jouer. 


Au plan sociologique 


De plus en plus, les moyens de diffusion des 
contenus spécialisés doivent @tre caractérisés 
par la souplesse et la disponibilité afin de 
répondre aux besoins individualisés des consom- 


mateurs. 


La somme des connaissances et du savoir disponible 
et l'accés 4 ce savoir sont de plus en plus 


spécialisés. 


Les modes classiques de la distribution des connais-— 
sances et de la culture ne répondeit plus aux be- 


soins des individus. 
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Le r6le que sera appelé 4 jouer la cablodistri- 
bution dans ce champ est imminent parce qu'elle 
seule posséde déja l'infrastructure cui répond 


aux critéres de: 


- multiplicité 
- rétroaction 
- disponibilité 


- souplesse 


Au plan économique 


La crise d'énergie que nous traversons actuelle- 
ment et les études prospectives sur la disponibi- 
1lité de l’énergie pour la prochaine décennie, nous 
indiquent 1! iniportdtice du rdle que devra jouer 
l'industrie de la cablodistributinn dans 1'identi- 


fication d'approches nouvelles. 


L'épuisement de ressources périssables, telles que 
le papier, nous confronte 4 une réalité qui nous 


indique que dans un avenir rapproché les disponi- 


bilités du papier seront insuffisantes pour répondre 


a l'impression des quotidiens. 
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La croissance des cotits de production et de 
distribution de ces quotidiens nous améne aussi 

a réfléchir sur les implications économiques 

de l'imprimerie. A titre d'exemple, sur 87 
millions que doit débourser annueliement le 
TORONTO STAR pour la publication de son quotidien, 
moins de 12 millions sont réservé; au "software" 


(contenu). 


Ce rapide tableau souléve un ensemble de questions 
sur L'utilisation des infrastructures de cablodis- 
tribution dans l'identification de nouvelles 


approches 4 ces problémes. 


La_ technologie 


Au cours des quinze (15) derniéres années, on a 
connu le développement prodigieux de 1'électronique. 
Les programmes Apollo et plus récemmert le programme 
Viking illustrent bien ce développement. 

Peu de connaissances nouvelles déja acquises et 
utilisables immédiatement ont été intégrées a 


la technologie de la cablodistribution. 


Nous en sommes au stade de l'intégration des connais-— 
sances et de la recherche. I1 faut qve ce développe- 


ment s'articule sur un schéma global et non sur un 


besoin isolé. 
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a politique 


Le développement de notre industrie s'inscrit 
dans un encadrement politique particulier 


(Fédéral-Provincial). 


Certains organismes réglementaires et législatifs 
ont, depuis longtemps, exprimé que la croissance 
de la cablodistribution devait @tre contenue et 

freinée afin de protéger 1'industcie de la radio- 


diffusion. 


Le refus d'autoriser des revenus additionnels au 
service de base, générés par des services supplé- 
mentaires a handicapé le développement de 1'indus- 


trie de la cablodistribution: 


l. dans la distribution de contenus et de 


= 


services spécialisés; 


2. dans l'élargissement de sa couverture de 


services 4 l"extérieur des zones urbaines. 


Il faut avouer qu'une telle perception est peu 


génératrice de créativité et de dynamisme. 


(a) 


Il est nécessaire que les gouvernements créent un 
climat favorable afin de permettre 4 notre indus- 
trie de s'épanouir et de devenir un partenaire 


fort, afin de répondre aux nouveaux types de besoins. 


De plus, les organismes réglementaires et législatifs 
doivent agir afin d'apporter des solucions aux problé- 
mes de droit intellectuel dans un contexte nouveau 
de diffusion différent de la télévision hertzienne 


conventionelle (auto-programmation, reprise). 


Face a ces considérations nous pouvons penser que 
l'industrie de la cablodistribution, dans le cadre 


de la télévision a péage, sera: 


- une industrie majeure d'une sta“ure et d'une 
maturité suffisante pour jouer pleinement son 


role actif dans la distribution: 


1) de contenus spécialisés sur plusieurs canaux 
disponibles selon un mode sélectif (*1) et 
selon une méthode de paiement par souscription 


(*2), et par contenu (*3) (per program). 


2) de services sélectifs (*4) disponibles selon 
un mode sélectif et une méthode de paiement 


par service. 
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- tout en demeurant dans le secteur de la distri- 
bution, un service universel (*5) de premier 


ordre pour: 


lo. la diffusion des stations hertziennes 


conventionnelles; 


20. la diffusion des contenus d'origine 


communautaire ; 


30. la distribution de contenus produits 
par le cablodistribution ou par 


d'autres organismes. 


Ce service de base distribué 4 un plus grand nombre 
de citoyens permettra d'élargir l'auditoire pour 


les contenus et services spécialisés. 
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*2: 


*3: 


*4: 


*5; 


CONTENUS SELECTTFS: contenus disponibles aux 


abonnés en plus du service universel, moyennant 


un paiement pré-établi. 


PAIEMENT PAR SOUSCRIPTION: s'applique pour 


le service universel ou service sélectif. 
Le paiement s'applique pour ure période déter- 


minée (mensuel - annuel ). 


PALEMENT PAR CONTENU: C'est le paiement pré- 


établi prévu pour chaque programme offert a 


1'abonné comme contenu ou service sélectif. 


SERVICES SELECTIFS: Les services autres que les 


contenus selectifs et le service universel 
disponibles aux abonnés moyennant un paiement 


pré-établi. 


les abonnés moyennant un paiement mensuel 


déterminé. 
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SERVICE UNIVERSEL: Service de base commun a tous 


CONCLUSIONS 


ut Dans la situation actuelle, il y a lieu 
de continuer 4 explorer et A mieux identifier 
les besoins et les attentes des usagers et de 
favoriser un plus grand nombre d'expériences 


dans le domaine. 


an La disponibilité et l'utilisation des 
résultats technologiques indiquent et confirment 
d'une fagon certaine la "faisabilité" de la 
distribution de contenus et de services spécia- 
lisés sur plusieurs canaux selon un mode universel 
ou sélectif et une méthode de paiement par 


souscription ou par contenu. 


ae Dans le cadre de complémentarité, une pers- 
pective d'une action concertée et coordonnée entre 
les communicateurs, les producteurs et les cablo- 
distributeurs est possible et elle influencerait 


favorablement la production de contenus canadiens. 
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an Historiquement, si on maintient le méme 
schéma de développement traditionnel qui a 
prévalu dans l'industrie (absence d'un réseau 
d'inter-liaison), 902 des entreprises québécoises 


seront éliminées de la télévision 4 péage. 


Les cotits que représentent les équipements de 
diffusion, le personnel, la promotion et la mise 


en marché seront prohibitifs. 


Une fois de plus, a l'encontre des politiques 
gouvernementales, nous nous retrouverons avec 


des services disponibles exclusivement dans les 


grandes concentrations. 
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bye Afin d'assurer notre objectif de distri- 
bution de contenus et de services spécialisés sur 
plusieurs canaux selon un mode universel ou sélec- 
tif et une méthode de paiement par souscription 
Ou par contenu (per program), il est nécessaire 
pour l'industrie d'augmenter sa base de revenus 


(télévision a péage), afin de: 


lo. réaliser, a court terme, l'intercon- 


nexion de systémes de cablodistribution; 


20. développer un terminal de l'usager 
"home terminal" compatible avec les 


fonctions décrites en annexe F3 


2s 


30. obtenir des contenus spécialisés; 


40. susciter le développement et 1'implan- 


= 


tation de services spécialisés; 


50. accélérer le développement des 
services de cablodistribution dans les 


concentrations a faible densité. 
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RECOMMANDATIONS 


En matiére de télévision 4 péage, nous recommandons: 


lo. 


20. 


30. 


Que les organismes responsables s'abstiennent 
d'arréter une formule restrictive de télévi- 


sion payante ou a4 péage; 


Que l’encadrement réglementaire soit souple 
et stimulant afin de favoriser des actions 
concertées propices au déve \oppement d'une 


production canadienne; 


Qu'en autre, celle de la télévision 4 péage, 
de distribution 4 l'abonné de contenus et de 
services spécialisés, sur plusieurs canaux, 
disponible selon un mode sélectif, payé selon 


une méthode de paiement par souscription et 


par contenu, soit retenue. 
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En matiére de cablodistribution, hous recommandons 
eee St rioution, 


la création, 


au Québec, d'une corporation (voir 


organigramme) provinciale formée des entreprises 


de cablodistribution dont le mandat serait le 


suivant: 


lo. 


20. 


30. 


le développement et la promotjon économique 


de l'industrie: 


accés aux capitaux 


rationnalisation et planification 


des €quipements et des entreprises 


le développement et la recherche technologique 


a) 


b) 


remplir 


a péage 


1) 


2) 


plus particuliérement dans la mise 
au point d'un terminal de l'usager 
"home terminal" ayant les fonctions 


décrites en annexe F. 
utilisation de la techrologie dévelop- 


pée afin de répondre, par des fornules 


nouvelles, 4 des besoins handicapés. 


le r6le d'agence en matiére de télévision 
g& 


pour: 


l'obtention de contenus spécialisés 


le développement de services spécialisés 
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les acquis, les 
expériences, 
A TITRE D'EXEMPLE ; 


(1) Rdle: - Mise en place d'un réseau d'inter-liaison provinciale 


- Mise en place d'un systéme de facturation pour les services par souscription et par contenus 


- En ~lus des roles définis -n page 24 . 


(2) Mise en place ie téte de ligne communc, planification et dévcloppement du réseau régional, évaluation 


des besoins régionaux, mise en commun des ressources humaines spécialisées. La distribution de contenus et 
et de services spécialisés. 


~ 


(3) Mise en place du réseau 4 canaux multiples interactif fiable et les relations avec 1l'abonné. - 


ANNEXE A_ 


LES CONTENUS DE LA TELEVISION 
CONVENTIONNELLE 
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CANAUX BROADLAST 
BROADCAST CHANNELS 


. 


PRIOR 
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ANNEXE B 


L* AUTO—-PROGRAMMATION 


L" AUTO—PROGRAMMAT ION 


L'auto-programmation est un service novateur qui 
se définit particuliérement par la possibilité 
laissée A tout individu et/ou 4 la communauté 
desservie par un systéme de cablodistribution 

de procéder a la sélection d'un document audio- 
visuel et 4 en commander le visionnement sur un 


canal de télévision. 


TELECABLE VIDEOTRON a huit (8) canaux de télévi- 
sion a ce service d'auto-programmation. L'abonné 
prend connaissance des documents disponibles en 
vidéothéque en parcourant, d'une part, un cata- 
logue @crit qui lui est transmis deux fois par 
année et qui est mis 4 jour continuellement par un 
catalogue électronique diffusé sur un canal de 
télévision. Une fois son choix fait, l'abonné 
transmet sa demande de visionnement par le biais 
du téléphone et l'émission est diffusée sur le 
canal approprié au type de document en fonction des 
disponibilités a l'horaire du dit canal. Méme 
s'il suffit d'une demande pour commander la 
diffusion d'un document, toute personne qui 


syntonise le canal en question 4 lL'horuire prévu 


participe également au visionnement du document. 


Les canaux voués 4 ce service se catégorisent 


de la facgon suivante: 


1. Un 
2. Un 
3. Un 
4. Un 
5. Un 
6. Un 
7. Un 
8. Un 


canal 


canal 


canal 


canal 


canal 


canal 


canal 


canal 


"enfant" 

"€tudiant" 

"troisiéme age" 

"loisirs socio-culturels" 
"arts et spectacles" 
"affaires sociales" 
"sciences et éducation" 


"sports" 


Ces canaux sont disponibles au service d'auto- 


programmation 24 heures par jour et s'alimentent 


de contenus spécialisés provenant je sources 


professionnelles et communautaires. 
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ANNEXE C 


LES SERVICES D' INFORMATIONS 
INFORMATISEES 


SERVICE DE CANAUX AUTOMATISES 


Poursuivant son objectif de communication, 
TELECABLE VIDEOTRON diffuse dix (10) canaux 

de type magazines d'information, opérés par un 
mini-ordinateur. Ces canaux regroupent ma jori- 
tairement des informations de nature locale 

et communautaire. Cette information est 


disponible 24 heures par jour. 


ike Canal SOS (répertoire des services qu'une 
communauté requiert en cas d'urgence, 
tels Services de Santé, Dépannage, gar- 


diennes d'enfants, etc...); 


2: Canal CALENDRIER DES EVENEMENTS (réper- 
toire des principales activités A venir 


dans une communauté) ; 


3% Canal PETITES ANNONCES (biens et services 


a vendre ou A échanger) ; 
4. Canal METEO (conditions locales et prévisions) ; 
5. Canal CONSOMMATION (comparaison de prix dans 


l"alimentation, produits pharmaceutiques, 


quincaillerie) ; 


2&a 


Canal TV GUIDE (chaines conventionnelles, 


horaires); 


. Canal HORAIRE pour les canaux d'auto- 


programmation; 


Canal VIDEOTHEQUE (catalogue électronique 
des documents en vidéothéque non intégrés 


au catalogue écrit); 


Canal NOUVELLES (Agence Canadian Press et 


nouvelles locales); 


Canal ARTS VISUELS. 


ik Se: 
Phd 
fe 
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ANNEXE D 


QUESTIONNAIRE ET RESULTATS 
COMPILES EN JUILLET 1976 


Voir questions 16 et 61 


e. 


+3 


Quel service vous ale plus attiré lorsque vous avez décidé de vous 
abonner? 
9.5 La télévision de service O14 
y¥.7 La télévision sur demande ap) 
37.6 Latélévision traditionnelle F383 
9.2 Latélévisioncommunautaire © 4 


(22) 


Classez par ordre d’importance (1 a 5/1 étant le meilleur) les 
services suivants? 


(7.9) (23) (3276) (23. TV Communautaire q (40) 
Ga DG sd God IN ale ae (41) 
Usa rvaNaet) Co (3.4)__T-EREOR ESTES + 


y Os! Télévision sur demande m (42) 
19 98,0) (SI Ligne ouverte a (43) 
(56) (V2.3) 075) (3%5) (A4V Services/Information écrite a (44) 
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ANNEXE E 


A TITRE D'EXEMPLE QUELQUES: 


1) SERVICES SELECTIFS QUI POURRAIENT ETRE 
OFFERTS PAR LE CABLODISTRIBUTEUR; 


2) SERVICES TRADITIONNELS QUI POURRAIENT 
ETRE EVENTUELLEMENT aSSURES PAR LE 
CABLODISTRIBUTEUR. 


30¢ 


Le SERVICES SFLECTIFS 


a) 


b) 


d) 


f) 


g) 


La télévision 4 péage selon une distri- 
bution de contenus spécialisés "per 


program"; 


La transmission du journal 4 la maison 


en utilisant: 
i) le "frame grabber" 


ii) 1' imprimante 


L'accés aux banques d'information et 


de documentation; 


La surveillance 4 distance: 


i) vidéo 

Li) lecture des points de surveillance 
- feu 
- vol 
- fumée 

La lecture des compteurs 4 distance 


La télé-emplette 


La consultation 4 distance (polling) 


etc... 


De 


SERVICES TRADITLONNELS 


a) La formation, le recyclage et la diffusion 
de la culture. 


La problématique: La disponibilité des 
agents de formation et du r2cyclage, les 
contraintes de temps et de déplacement 
pour les usagers, l’accessibilité a4 la 


formation, etc... 


b) Les assemblées, les réunions, les congrés. 


La problématique: Les contraintes énergi- 
tiques qui freinent le déplacement des 
individus. La nécessi é d'exercer son 
droit d'expression et de vote. Les 


contraintes de temps et d'espace. 


c) La sécurité 


La problématique: 1'‘inefficacité des moyens 


traditionnels de surve’llance et le coit 


que suppose la surveillance directe. 
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d) Le télé-emplette 
La problématique: Le coiit actuel de la 
promotion, l'écologie et l'économie des 
ressources périssables. 

e) La diffusion de l'information 
La problématique: le coit pour 1'impres- 
sion de l'information non utilisée dans 
sa forme écrite, les ;roblémes d'économie 
des ressources périssables, la disponi- 
bilité pour consultation, l‘accés et la 
démocratisation du savoir et de l'infor- 
mation. 

f) La poste 
La problématique: l'énergie, le coitt et 
les contraintes de temps nécessaires pour 
l"acheminement des messages. 

g) La bibliothéque 
La problématique: La désuétude du format, 
les contraintes de temps et d'espace. 

etc. ee 
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ANNEXE F 


LES FONCTIONS A DEVELOPPER UN "HOME TERMINAL" 
ET QUELQUES ADAPTATIONS TECHNIQUES QUE NOUS 
ENTREVOYONS -.DANS L'INDUSTRIE. 


et ae ar S 
a A 


syle 
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" TERMINAL DE L'USAGER " 


FONCTION DE BASE 


¢ 


EN Yet 


i 
ak 


Opérer a des fréquences: 


vers l'abonné de 54 300 Mhz 


vers la centrale de 0 a30 Mhz 


pos 


Doit 6tre compatible avec la fibre optique 


en y incluant l"interface nécessaire. 


Sera alimenté @lectriquement par le systéme 
de cablodistribution. Le débranchement sera 


= 


identifié immédiatement a la centrale 
(pour raison de sécurité) 


La sélection des contenus ou services sera 
exécutée d'un sélecteur sais fil dans 


les fréquences de 54 a 300 Mhz. 


Le sélecteur permettra lL'interaction (oui, 


non, neutre). 


pd Rea f 5 
R neat B) bas wnty 


Commander a distance (de la centrale) 
l'opération (on et off) de un, plusieurs, 


ou tout les canaux. 


Identifier le contenu ou le service utilisé 


(étude du marché et facturation). 


Le terminal devra décoder les signaux 
transmis par le systéme (le codage des 
signaux sera variable pour raison de 


sécurité). 


Assurera la vérification automatique de 


la qualité du signal chez 1'abonné. 


Systéme "paging" lorsque l"abonné est absent, 
le terminal peut retenir un message et le 
retransmettre dés que le téléviseur est 


opéré ou que l"abonné active un voyant. 


Le terminal sera de constriction modulaire 
afin de permettre la simple addition de 
modules pour les fonctions optionnelles ou 


le remplacement de module pour réparer une 


défectuosité. 
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FONCTIONS OPTIONNELLES 


Le sélecteur des contenus ou services 
opérera dans les fréquences de 54 a 


1000 Mhz. 


Le terminal retiendra en mémoire (2000 
bits) des informations alpha-numériques 
sous forme digital transmises par le 
réseau (Frame Grabber). Un générateur de 
caractére inclus dans le terminal, produit 
l'information alpha-numérique sur le 


téléviseur de l'abonné. 


Alimenter une imprimante (facsimilé). 


Modulateur pour interaction audio-vidéo. 


Interface pour services tels que: surveil- 


lance (feu et vol), lecture de compteurs, etc... 
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- Fournir le signal audio-vidéo pour 
un caéblo-récepteur (économie «u'un 
syntonisateur traditionnel et le stade 
de fréquences intermédiaires (IF) et 


élimine le stade de détection audio- 


vidéo.) 


ANNEXE G 


TEXTE DE RUSSEL KARP 


FOE Se saa) abe A 


B) TelePrompter 
Corporation 
by Russel Karp 


Russell Karp is president of TelePrompter Corporation 
in New York 


At TelePrompter we first introduced pay cable, 
with the help of Telemation Services, through our 
Theta system in Los Angeles in April 1974, By 
the end of 1971, we saw three major results: 
Forty-six percent of Theta’s basic subscribers 
‘had also subscribed to pay cable. The number of 
basic subscribers in our Los Angeles system had 
climbed from 57,000 (representing 27% of all 
homes behind cable) to 78,000 (representing 31% 
of homes behind cable). Finally, Theta’s 1974 
operating deficit (that’s before depreciation and 
amortization, interest and equipment lease ex- 
pense) had improved in one year by almost 
$3,000,000. 

In the two years following our introduction of 
pay cable, we have extended it to systems from 
coast to coast and from Canada to Mexico. These 
systems today sé.ve approximately 600,000 basic 
subscribers, of whom to date roughly 20% have 
signed up for pay cable. Except in Los Angeles, 
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all o.r pay cable programming is supplied b 
Time Inc.'s Home Box Office. At TelePrompte 
we chose HBO because it was the best availab] 
for our needs. Its entertainment ‘mix’ was foun 
to be ideally suited to our potential subscriber: 
whose preferences range from North America 
League soccer to Wimbledon tennis, from “Pin 


| chio” to “Les Folies Bergére’’, from Rollerba 


to Gone With the Wind and Louis ‘Malle’s Thi 
of Paris. Another big plus from our point of viev 
was the availability of satellite transmission. 

The agree nent we signed with HBO last yea 
will enable us to provide pay-cable programmin. 
in virtually all of our systems, partly by micro 
wave i elay, but mostly by satellite. We now hav 
20 satellite receiving stations built and operating 
in a short time we plan toerect eight more. 

Clearly, the time for pay cable has come. Th 
American public wants and needs it. The reason 
should be obvious: Broadcast television is depend 
ent on advertiser revenues and accordingly mus 
cater to the mass audience geared to advertisers 
needs. Technical limitations on the number o 
available broadcast frequencies compound thei 
problem. The viewer consequently finds the sam: 
tiresome farz on all commercial channels, ne 
matter how energetically he turns the dial. I 
the broadcasters and the regulators give it : 
chance, pay cable will be able to offer new kind: 
of programming. Indeed, I have already urged < 
number of my friends in the business to develo; 
three new categories of programming, each re 
quiring a channel of its own: (1) A family channel. 
offering films of the Walt Disney type, along witt 
educational programs free of commercials. (2: 
A drama channel — drawing on Broadway and alsc 
on regional theatres all over North America, 
taking the best of each; ballet, operas and con- 
certs as well ; s drama. (In Canada this and other 
pay cable channels could be bilingual or there 
could be separate channels in English and French. 
(3) A ne.vs and public affairs channel programmed 
by leading publications — perhaps The New York 
Times and The Wall Street Journal. General and 
financial news would be reported in depth — a 
welcome change from the superficial reporting 
encountered on commercial television. 

The primary function of pay cable is to offer 
a greater variety of programming. This the broad- 
casters have failed to do, whenever the program- 
ming seemed incompatible with their mass orienta 
tion. Pay cable can fill in the niches and the Eaps; 
it can progra’a for age and ethnic groups now 
overlooked because they do not correspond to the 

demographics desired by the broadcasters und 
their advertiser-supporters. It will not compete 
head on with commercial television. Nor will pay 
cable dry up or restrict the supply of programming 
available to commercial broadcasters. Rather, 
it will select the best among the many excellent 
programs rejected by the broadcasters. If it is 
allowed to develop, it will create a source of 


fresh new programming that will be available to 
all media. 


Excerpts from speeches to the CCTA Conference in 
Toronto onJune 2, 1976 


SELKIRK HOLDINGS LIMITED 
EXECUTIVE OFFICES 


SuITE 710 
102 BLoor STREET WEST 


J. STUART MacKay TORONTO, ONTARIO 


PRESIDENT COMMENT MSS 1N3 
COMMENTAIRE 


TEL. 416/067-5550 


September 30, 1976 


Mr. Harry J. Boyle DELIVERED BY HAND 
Chairman 
C.R.T.C. 


100 Metcalfe Street 
Ottawa, Ontario KIA ON2 


Dear Harry 


I am pleased to enclose observations on Pay-TV, as requested by the 
Commission. 


The recommendation covers three specific areas. F7rst, we have attempted 
to provide you with some thinking from the point of view of a station 
operator, and here I refer to CFAC-TV Calgary and CHCH-TV Hamilton. 
Second, we have submitted a recommendation for the consideration of 

the Commission. Third, we commissioned Ron Brown of Mediaspecs to 
provide us and you with a complete updating on the current Pay-TV 
situation in the U.S. 


I hope you will find the report of value. As indicated in the opening 
preamble of our comments, you will note that in addition to the 
observations attached, we are part of a joint private broadcasters 
brief. 


Should any further information be required from us, we would be pleased 
to provide you with same. 


Kindest regards. 


Yours sincerely 


Sewn: T iwolicy . 


Stuart MacKay 
President 


SM/dg 
cc: Mr. Guy Lefebvre Y 


Mr. Ralph Hart 
Ms. Lise Ouimet 


SELKIRK HOLDINGS LIMITED 


COMMENTS ON THE INTRODUCTION 
OF PAY-TELEVISION 
AND IT'S EFFECT ON 


THE CANADIAN BROADCASTING SYSTEM 


Submitted by 


SELKIRK HOLDINGS LIMITED 
CHCH-TV, HAMILTON 
CFAC-TV, CALGARY 


COMMENTS ON THE INTRODUCTION 


OF PAS Wines OUN| 


INS TOPLESS TAO CAP ON 


Te CANADIANS BROAIK AG LNG SS SIS 


SUBMIT. ga ves SELKIRK NOLDINGS 
LM PD 
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CPACSING, Bebo uC. 


We have partie pated” Qeta veins an elne.deVvCcLopncme of “anoche): 
submission which has been make tor the “CrRIC on behalt Got 
private television broadcasters, CTV affiliates and othcr 
Canadian broandcasters who share -similar cencerns. That 


submission 1s entitled’  PrYeposed Guidelines far the 


Introduction of Pay Telewenan insCamnda. We became 


involved because we agreed with its primary purpose which 
was to help the Commission find the mest positive at 
solutions to enhance our “national communications objectives", 


which might be cxpanded to inélude pay-tclévision. 


It was indicated by the grotip that sonie bruadcasters also 
would express their individual viewpoint on these matters. 
That is the treasom fer thas submission, which although not 
inimical to the private broadedstlersi2Colleciive brief, 
does differ in the placing of emphasis, the degree of 


- Neo lontant m7 rte oe = eS oe AES 
amo ha cis Shep ROR Qvy Cees  (eppysie, ew em euins 


a 8 


anna ore onmn aAF than - 
Ms asa - oe wa Rae 


There is no disagreement at all, however, on the fundamental 
issues. Tor example; we shar@ the groups" concern about 

the urgent need to establish priorities among Canada's so- 
called "national communications objectives". All broadcasters 
are apprehensive about the advent of pay-television, 
particularly those Canadian broadcasters who are now experiencing 
the eifiect of wm datterent tommy otepay- Cicy ison, usualy 
Galled cable (iv, And there te no disagrecmenteever sine 
proposition that if there is to be some SYSECM. OL pay= 
television introduced into Canuda, 10 must) be one: that mcetcs 
ail, not Just ama joricy How eale the criteria CLOaieLy 
enunciated by the CRTC and by the Honourable Jeanne Sauve, 


Minister of Communications. “They, bear wepecacing: 


Ne Dose APyay-tolovi sion sha liedeve Loapesce 
primarily benefit Canadian broadcasting, the 
programme production in-industry and Canadian 
CLV Captain nem 


ire 


iP TAG UATE PSNR T TAG Se Ae OVMANES EC CET ATA A Ee LY Aa eT 
whi Giideocmalht) sclupe liad. (and): twathout 


Siphoning programmes... 


Bes tit muse ensure,tha production ;of highs 
quality Canadian programmes that 


Canada nn wislilewea tel’; 


4, ‘e.. programics produced in Canada’ fo~ 


jrnlernatieaonal!) salve.” 


BoLore discussingathcafutune feof pay-television,,it could, be 
nsciulptespausc bractly forpascritical look -atL where awe, stand 
pre-pay-television in Canada where 40% or so of all television 
homessenjoy basic cable service;.fon-a fee. It is an accepted 
faciethatyU. Ss yoOriganated! television signals are ‘the prime 
reason for cable's existence and the key to its economic 
SUcCeSSPamVNiLiwEbuseeactawerarerconl! romledsby one ck [the many 
1ronies which face us in Canada's communications industry and 
polaeyistatements. prorsexample,, jteday vin cable; ithere “1s 
more spoLmticak piinfermatiion vavailable to Canadians about the 
Usousbthanetihere z2oiCanadwarn iriermationss Acts ofacrime “and 
Violence sare (duscussed scourtesy of scable, that unefiicralsU.s. 
colina] samissauy7uasi(prominéntly ein Canada yas an-the,UsS., in 
additbonetoe ferame frcpontss,and «statistics,available,toypviewers 
{fyomoeCanadhan Ssounces.e+UaS 4 foods; tdrnugs»p! cosmetics, Luxury 
enticements, inofact the whele UsSs marketplace is,,enacted 

in Canadian television viewing rooms together with American 
claims, prices, conditions and promises which -would be 
wWaAceeptaple fe not forbidden atouappoaim On Canadian stations 
for peasons Of Canadian policy and Canad van daw.» Indeed; ain 
the most densely populated parts. of Canada the entire output 
Gi uli Nea Se tiecworhs 1 Svcs Ls Cie MOOK ds OOS Pato nhc 
U.S. networks.) The price uot 2dinassiron here, 1s spea1d) bythe 
Jocal Canadian teleccasters (whose audicnce losses had been 
predicted and have since becn quantified) and by Canadian 


Vigwors who, if they can't pick up US. signals free off—air, 


Soe. 


pay for the necessity or privilege of cable each month like 
they do with their telephone, hydro and other DUD Ceuiieg Les. 
Who, then, can convincingly refute the proposition Lelgpene, Vepeye: 
cultural Amcricanization of Canada is being propagated through 
the instrumentality of cable television under the sanction of 


Canadian government policy? 


Broadcasting in Canada was started by private entrepreneurs, 

not by the CBC as many imagined. Communications as an art 

form. didn't m:an as much in the beginning as it does today 

or as it no doubt will tomorrow. Some practices and principles, 
however, haven't changed. Unlike the broadcasting policies ore 
many other socially mature countries, it is fundamental to the 
Canadian broadcasting system, and established by law, that it 
will comprise public and private elements. This is one of the 
great strengths of our system and our country. Another 

strength is the broadcasters’ will to survive in the face of 


eovoroa lag Mite \ and Wee 


aA. yu. far dn " 
POve are we aayenys Coad Vv a 


NEMESSI Ls GRewDrOaucasucse S 
most valuable asset when obstacles appear to bk2 overpowering. 
But how is®a\ broad@aster 'to%eqepe with a CRTCoregqulation to 
increase Canadian content and at the same time compete in his 
marketplac> with the wholesale importation of U.S. signals, 
programmes and standards? The Joint Broadcaster's submission 
has well-documentated statistics to illustrate the harm done 
by? cablesto conventional brqad¢asting. § If cable televiston 
hasn't materially benefitted or strengthened conventional 
Canadian broadcasting, can we affirm that pay-television will 


or can? 


We believe it is excessively optimistic for the Communications 
Ministry to suggest that "Pay-tclevision (is not) a dire 

threat to the Canadian Broadcasting System" when there's an 
abundance of .ndications to the contrary. It is our submission 
that not only should conventional broadcasting have nothing to 


fear from pay-television, there must be positive benefits to 


arene 4 


Fre Pot Sica sC 
He fe spores tbe Macher puheryGy olen) Lo serving thes publac’s 
interestue obf, this can be»seriously doubted,, there should be 
no pay-television unless the government is now prepared, before 
licensing any pay-television system, to say PubLiclyathat 2 
doesn't sea any long term future for private, as AL Stemors i SOM 
public, television. Then and only then would private broad- 
casters know what to expect and could make their plans 
accordingly. But to stress the importance of the Canadian 
broadcasting system, which includes the private sector, while 
implementing policy that too casily could eu i ppl ewe nate segment, 
would be a tragedy. It would be interpreted to mean the CREC 
had abandoned its determination to ensure "that pay-television 
shall develop to primarily benefit Canadian broadcesting, the 


programme production industry and Canadian creative talent.® 


We are confident that cable television won't be hurt by pay- 
televisionm =the viewerwisn tagoing to nbegvictimized by having 
his or her viewing options reduced. It's tne broadcaster who 
will feel the rub if what results with pay-television is 
inconsistent with the ingoing official policy statements or 
1£, aftersantroduction,, pay-television is permitted to slowly 
undermine the viability of the private element. The question 


isin now much: wilde it) cub? 


If there ever was a definition by example it is in the Joint 
Broadcasters' submission when they illustrate "audience 
fragmentation" as a consegucnce of the introduction and 

expansion of cable television in Edmonton. The total viewing 
time remained the same. What changed was that the viewing time 
went down with the Canadian product and up with the American. 
Exactly as predicted. The same kind of depressing story can 

be told about Calgary and its introduction to cable. What 

began as a two television station market ir. Calgary, became a 
three -local-station market and then through cable a scven station 


structure not including CBC French. Of all the English- 


! 
Ca 
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language programming carried to cable television homes in 
Calgary during September 1976, 229) hours: were Canadian 
content and almost twice that much, 431 hours, were 
programmes that originated in the U.S. and were vicwed 

by cable subscribers in Calgary on stations licensed by 


thesl.C Cr COsserve, Noe Canadian but U.S. communities. 


If cable hurts conventional. television by fragmentation, 

not to mention the cultural shock waves felt by Canadians 
upon meetiny American society, politics and economics on 

a one-way street going north, is it realistic to expect 
anything better from pay-television particuraply 1t eae Wage 
be based on American mode]s? During the week ending 
September 10, 1976, the three Calgary television stations 
originated 57 hours of feature films. The three U.S. 
commercial network stations carried on cable (ABC, CBS and 
NBC) almost doubled that with 42 hours more, for a total 

of 99 hours of feature Films WO Ane week. -Wher one considers 
the total number of usable feature films which on an annual 
basis are available and purchased by the Canadian stations 

in Calgary, and adds to that those unduplicated feature- 
films microwaved into Calgary and distributed on cable, a 
question-arasesmas, ©O the number of worthwhile feature films 
left to show. Even if there was a large film inventory that 
remained unused, how many more than 100 hours a week of mostly 


U.S. feature films does an Edmonton or a Calgary require; 


The broadcasters submit, and we agree, that the Canadian 
programme production industry doesn't suffer from lack of 
performing and axccultive: tal enurr eh 2 Sit asloee of adequate 
piane and facility. Wowavcr, the telecaster's brief says 
that the indus =ry needs more money to create better Canadian 
programmes chat will generate bigger domestic ratings and 
improve the chanccs of forclan sales: Ne would support any 
worthwhile measure to improve the quality of Canadian 


programming, but we question how far we might reasonably 
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expect to go in the ‘nternational arena. The theory is 

that there's a big wor)d out there beyond Canada; and, 

with 20 milivon.or SO peopla, Canada should, with some more 
production money, be able to compete effectively against 
the U.S. prodiction machine which is geared to feed the U.5. 
appetite for Gonventional television fare. The theory is 
good and it would be reasonable to expect that some Canadian 
product will cnjoy international sales. But we are not 
convinced that the volume of foreign sales will represent 

a sufficiently large revenue source, as euch, tO» DECOMEe 

a primary reason for introducing pay-television into 


Canada. 


We are convinced, however, that programme siphoning and 
television audience fragmentation are not the inevitable 
by-products of all pay-television schemes. Whether or not 
there is siphoning or fragmentation will depend on the 
product .that is authorized for pay-television, the system 
Whi we License Lu Ual Ly fd ana une in0Ges. Ol) Wile tLe 

js based. Whether the distribution system for pay-television 
is off-air or via cable, what isn't affordable at any price 
(not ultimately to the viewer and not presently to the 
production industry or broadcasters) is mo:e of the same. 
That means more of what's going out over-the-air or on cable 
today even if eventually on pay-television the emphasis 

may be slightly different. If the reason for authorizing 
pay-television now is the repatriation to conventional 
television of audiences to Canadian television programmes 
which will be partly funded with revenucs derived from 
pay-television (dominated by U.S. produced product because 
WoUre COG. uldtis what. viewers want), then we say it's wrong. 
It's wrong because Canada doesn't need more choice of 
American product to further aggravate the imbalance. Gable 
television already gives Canadians more television choices 
than in any other country in the world and how has that 
profited the Canadian Broadcasting System as a whole, or 


the Canadian production system or the Canadian identity? 


( Ys wal, 


Cable subscrikers in the Toronto-Hamilton area are now 

able to receive up to 3 U.s. television networks, 8 Canadian 
television stations and one community channel as their basic 
service; and a further 5 U.S. television stations and 

3 Canadian television stations, not to mention the news 

and weather channel, on the converter service; hat, 1s 

an incredible choice of 20 channels. It may be heaven to 

a viewer but it's something else to the broadcasters. They 
have to cope ,ith the problem of distant signals coming into 
their home markets. Not just distant U.S. signals but 
distant Canadian signals as well with all the local 
commercials and programming which were intende@ for their 


home territory but now add to the confusion beyond. 


It has been suggested that better Canadian programmes will 
be a positive contribution to the problem of audience 
fragmentation. No doubt that may be true. But we ask 
that you do not attempt to redress one problem by creating 
others of equally substantial dimensions. Metaphorically, 
someone described this as taking one nail out while 


pounding two more into the coffin. 


Even if pay-tclevision may be 7nevitabDle, nNovone Can 
seriously say it must inevitably be now: At a time when 
restraint is the counsel of government and industry, we 
should discourage the impulse to invest in new-gadgetry 
rationalized on the grounds of it being feasible and 
available. We shouldn't be stampeded into precipitous 
action. If there now exists*the legal authority UMC 
federal government to regulate pay-television , we can't 
believe the primary authority will disappear or be weakened 
because unauthorized uses will be tried. We only ask that 
the authoritics re-establish the principles ATUs Delon it Les 
in broadcasting before authorizing another competitive 


venture and its attendant disturbanccs. 


No one person or group should be encouraged, or allowed 

to regard pay-television only as anothcr profit-making 
opportunity. The time forttheufederal avthonstiesstotdeclare 
that pay-television should be authorized because it is needed - 
which is to say, more than merely desirable - is the time 

when it can be assured that pay-television will be used 
exclusively as the medium through which to increase the 
production and cxposure of Canadian properties and carefully 
selected, special propertics which for some good reason aren't 
being cxpo%ed on conventional television. On the face of it, 
this suggests that the U.S. experiences and pay-television 
models are inappropriate for Canada yee lehsugh there as 
considerable material and editorial comment available about 
the U.S. Seene, .wencouldn t find anywhere a thorough, up=co- 
date assessment or consolidation of opinion and so we 
commissioned. Mediaspec Incorporated to report to us on 
pay-televisioi in the U.S. This report is included as an 
appendix to our submission. It examines the U.S. history 

with Gable.ana pay; Looks "at the regulatory environment; 
discusses the sources, supply and costs of programming and 
related equipment; measures the profitability of the various 
operations; talks about future options; discusses the competitive 
delivery systems; and proposes certain conclusions about 

the Uc Seimarkeisond pehe sfuture of pay-television in the 


United Statess ~-It.is a comprehensive and objective analysis. 


What the study showed, of course, was that there are a number 
of approaches being tried in the U.S., not all of them using 
the same system or techniques. The great variety may stem 
from the absence of a strict regulatory environment or a 
thoroughly considered policy. on pay-television. Whatever 
else, and however appropriate the systems may be for tne 
Uc icCanacal 2S enol. Unc U.S. It is our submission that tie 
U.S. Ccxperimcnts are unappropriate for Canada because none 

of them meet all the requirements establisi.ed by the Minister 


of Communications and the CRTC. They all depend, and 


tie! 


according to qualified American Opinii Onetherre suecesa, Lh 
the forescealLle future will continue to depend on the 


supply of U.S. feature films. 


Pay-television means someone has to pay — either has to be 
willing.er forced to pay for this entertainment, The 
Minister of Communications and the CRTC said they agree 
that the price for that entertainment Siete ool nm On De 
paid by conventional broadcasters. It is generally 
acknowledced, however, that the basic entertainment product 
on pay-television is probably going to be feature-length 


movies. 


BUT: - if,.as.stated, the primary objective 
for pay-television is to stimulate 
Canadian production facilities and 
manpower to furnish these features and 


ode WW nae -~ NAS 
Weisvsa Re s2400+ 


~ Ef) the: lS. film exhibition/distribution 
system in Canada isn't going to he taxed 


or, levied):to ‘fund-nmt; and 


- if the likelihood is that large numbers 
of viewers won't voluntarily spend a 
g.ceat deal of extra money to watch 
Canadian product given that they Gon st 
spend much to Se@4it “at theatres now and 
spend relatively little time watching 
frec Canadian programmes compared with 


free U.S. television programmes; and 


= jfithere isn’t any critical needeto offer 
another profit source to cable operators 


or any other commercial establishment; and 


- there isn't any need to put on pay-television 
more of what is now offered free on 
conventional television or for "pay" to 
compete with conventional television for 


the same producti 


ae) 


THEN: serious consideration eugnie to bosgiven COmcic 
California experience [Sec page 49 of the attached 

Report on Pay-Television in the USA] where pay-television 
is carried on the cable system and, all, subscribers must 
buy, it, at an, extra $2.00 or so per month. This is a form 
of universal taxation, limited to the universe of cable 
television subscribers. Translated to the Canadian 
requirenents, one unused channel on the converter on every 
Canadian ccble system would carry only Canadian product 
for an extra flat monthly charge. All the extra revenue 
thus derived, after expenses, would be reinvested in 
Canadian propertics subject to reasonable controls on how 
to invest and by whom. There are other systems and , 
devices, as our study shows, and new technology will 
develop in time with ever increasing frequency. For 
example, the availability of two-way cable into homes 
equipped with converters suggests other very exciting 
alternatives which also could be considered. But during 
the short term, regardless of the techniqu or the device, 
we believe that 11s thercabte subscriber who'll have to 
pay for the development cost of pay television nicl. eihe 
Canadian product is attractive cnough and sufficiently 


varied to become a legitimate pay-as-you-go operation. 


We see no other valid option at thas time. Urless, pay- 
television proceeds under government subsidies and we're 


not sure anybody really wants that. 


It must have become evident through our comments that we sce 
thesissucs .On pay-television almost in matrimonial terms. 

The official spokespersons for the federal government and 

the broadcasting authority say that pay-television must 

not be allowed in any form to vitiate the Canadian Broadcasting 
System. They say pay-television must be mide to create more 
opportunities and outlets for Canadian producers and performers. 
Implicit but unstated is the fact that Canadians must want 


the product or clse pay-television won't work. 


ote led 


bem fet 


The whole enterprise may well prove to be an impossible 
marriage from the beginning. But it is less expensive, 
more couraceous and most responsible to make that 
determination before the first licence is ever granted 
than to proceed in the hopes that somehow ¢verything, 
priorities included, will sort themselves out. AS we 
said at the beginning, if all = not some pue ole NS 
official criteria can not be accomplished then let us 
acknowledge this now and proceed to find other and better 
ways to strengthen the fabric of Canada which after all 
is one of the objectives of the broadcasting policy for 


Canada, 
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INTRODUCTION 


The purpose of this report is to review the development, 


status and methodologies of existing Pay Television services 


operating in the United States. The report is to be used as 


a basis for the development of options relating to the 1ntro- 


duction of Pay Tclevision in Canada. 


In compiling this report, personal and telephcne interviews 


were conducted with the persons listed below who are actively 


connected with Pay Television in the United States. In many 


instances, information was provided by these persons, who, 


for special reasuns, requested that observations and state- 


ments be not directly attributed to them. Such requests have 


been honoured. 


Where sources could be quoted, they have been 


noted in the context of the report. 


Interviews were conducted in July, August and September with 


the following: 


J. Barrington 

Resa coc]o 

M. Hendrickson 
Johnson 

Pe kagan 
Michalove 

J. Perrenchio 

J. Popham 


R. Ridgeway 


Home Box office, Mew York, NY. 

Optical Systems, Inc., Burlingame, Cal. 

Federal Communications Commission, Washington, DC. 
National Cable Television Association, Washington, DC. 
Paul Kagan & Associates, Carmel, Cal. 

Telemation Program Services, Los Angeles, Cal. 

TAT Communications, Los Angeles, Cal. 

National Association of Broadcasters, Washington, DC. 


American Research Bureau, New York, NY. 


In 


in 


Shapiro 
Speigel 
Stein 
Tyson 
Vanderveld 
Wicht 


Arthur D. Little, Inc., Cambridge, Mass. 
Television Bureau of Advertising, New York, NY. 
Theta Cable, Los Angeles, Cal. 

Coaxial Communications, Columbus, Ohio. 
Teleprompter Corp., New York, NY. 


Telecinema, Columbus, Ohio. 


addition, information sources included articles published 


industry trade magazines and newsletters. 
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SUMMARY AND CONCLUSIONS 


The Cable Television industry in the United States is seen 

to be entering a new phase of consolidation and development. 
After a rather haphazard and slow growth through to the mid- 
70's, high-lighted by rapid changes in DLOLL tabi lityss avails 
able growth capital, technological developments and consoli- 
dations, increased management sophistication in cost controls 
and marketing techniques has lead the industry to a more stable 
position. Subscribers to basic cable service are seen to 
grow at a steady rate of between i%eand, LOS Ehroughsto. the 
early 1980's, and the introduction of Pay Cable, together 
with gradual rate increases in basic cable service, should 
produce annual revenue increases of between 14% and 16% over 


the same period. 


Pay Cable, since being first introduced in the early 1950's, 
is through its initial test and experimentation mode, and 
while continuous technological developments will %ccur, is 
expected to enjoy steady subscriber growth, and by the early 
1980's produce approximately $400 million in annual revenue, 
contributing about 15% of total cable revenue and a larger 


proportion of total cable cash flow. 


However, Pay Television, including Pay Cable, nas Stil. some 
major hurdles to overcome before it can be cor.sidered mature. 
The two major problem areas concern subscriber interface de- 


vice and programme content. 


At present, Pay Cable operators primarily use a mixture of 
converters, de-scramblers, and traps to protect their service 
from non-paying viewers. These methods permit only a monthly 
subscriber subscription method of payment, whereas many ob- 
servers feel that both viewers and operators would benefit 
more from a per-programme method of payment. To eccomplish 
this objective, either of two systems, addressable taps; or 
two-way interfacing cable is necessary. The first, addressable 
taps, is still very much in the experimental stage, and viable 
economic units are not expected to be available for mass use 
for at least five years. Most of the technological and econ- 
omic problems associated with two-way cable appear to have 
been solved, but such operation is still only oeing conducted 
by one company, and adoption of this technique on a large 


scale basis appears uncertain for some time to come. 


The reasons fcr desiring per-programme rather than subscription 
(a set amount per month) subscriber billing operations are 
many. One major reason is highlighted by the degree, possibly 
up to 3% per month, of subscriber disconnects which are being 
currently experienced. Due to self-imposed restrictions on 
flow of movies from Hollywood producers and lack of major 
league sports events permitted by the FCC for Pay Cable, many 
viewers who initially welcomed the concept of Pay Cable eventu- 
ally became disgruntled over the lack of programming balance 
and quality offered, and ceased subscription. Many industry 


observers feel that should the viewer be offered the choice 


of paying for what he actually views, rather than apparently 
else at uie Fy miziels «of wlat dvr felaun\ensere ce | ittcs SEO wey nit myn itt 


txt sts CEG ey sete) | htig ROR? GMI We Ne ed ae EAA SS AE Ly sited ili, Lue 
renewed growth of new connects would commence, pushing Pay 
Cable penetration past the 25% to 30% of basic cable subscribers 


presently felt to be the average potential. 


This concept has been described as the Magazine concept of 
Pay Cable programming versus the catalogue approach. The 
Magazine, or monthly subscription method, by its very nature, 
attempts to cater to each subscriber's tastes each and every 
month. But hours of programming are limited, and because 
operators have to pay for every programme scheduled at much 
the same cost regardless of viewing levels, the amount of 
programme choice to the viewer is restricted. However, if 
operator programme costs could be based on the number of 
actual, rather than potential viewers, more programming fere 
catering to wider appeals could be scheduled, possibly even 
through the aadition of further Pay Channels throrgh the 
same system. The subscriber would have wider choice, and 
feel more content due to the fact that he pays only for what 


he views. 


Additionally, use of either of these two interface methods 
would, lt us felt substantially reduce the number of viewers 
who by various methods manage to obtain access to 7 Channels 


without payment. The proportion of such fraud is unknown, 


but is estimated to be as high as 10% of paying subscribers. 


Convertion to per-programme charging methods would also 
alleviate the Pay Cable operators'second major problem, Prat 
of programme product supply, particularly movies. Due to 
having to programme to mass rather than selective tastes, 

Pay programme:'s have to attempt to satisfy two requirements 
in their selection of movies, high mass appeal and suitable 
content. The flow of movies from Hollywood currently do not 
satisfy these objectives, for only about twenty movies per 
year are produced which could be labelled box office successés, 
whereas the Pay operator currently requires from 70 to 100 
new movies to fill his schedule. Thus, some three-quarters 
of the movies scheduled are of relatively low appeal. This 
is of critical concern to the subscription subscriber, who 
realizes that he is paying for them within his monthly fee. 
However, Pay operators could conceivably choose £rOMNeups co 
the 250 new movics produced in Hollywood each year, including 
"Adult Only", plus a wider choice of non-US productions, on 

a selective or per-programme billing method. Thus, the Pay 
programmers base is greatly broadened and subscribers are 


more happy, and probably more numerous. 


Observations indicate that as a rule of thumb, the majority of 
subscribers are happy to pay $1.00 for every new movie scheduled 
per month on a subscription basis. But as the Codumbusy ex 


perience has shown, subscribers will pay up to $3.50 per movie 
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viewed, an important fact, for it means that greater cash 
flows and profitability, can be generated through per- 


programme billing methods. 


The other major element of Pay Television is distribution 
via broadcast signals, named STV (subscription television). 
Due to the much heavier cost factors involved, and compared 
to Pay Cable the slow growth of system technology, no 
STV system is yet in operation in the U.S. However, the 

FCC have granted four licenses, and other applications are 
pending. Thus, available technology and methodology, al- 
though having been experimented with during the past 20-odd 
years, has still to be proven viable in the field. What can 
readily be assumed is much higher capital cost reauirements, 
the uncertainty of UHF delivery capabilities, and the re- 
strictions brought about by a single channel delivery system. 
The latter may be alleviated by unknown degrees through the 
knowledge that most, if not all, STV systems developed will 


operate on a per- 2rogramme billing method. 


The consensus of industry observers feel stron ly rece 
prime consideration for Pay Television operators in the U.S. 

js the recognition that viewers will only subscribe to a system 
if it provides programming content of a sufficient balance and 
quality that they would choose to receive it elsewhere by 
paying considerably more for it. To provide a Pay service 

to a mass market, the essential ingredient must be high 


quality movie entertainment and popular sports events. 


ed 


Current growth rates and subscriber acceptance levels of 


Pay Cable has ably demonstrated that there is a wide market 


for Pay Television services. 


The growth of Pay Television 


is seen to be constrained by the following features: 


1. The Pay Operator 


2. The Manufacturer 


3. The Financial Community 


4. Regulatory Bodies 


5. Programme Producers 


6. Labour 


His willingness to provide the 


service. 


His readiness to supply production 


line equipment at economical cost. 


Their agreement to permit diversion 
of cash flow and readiness to 
produce equity and further financing 


when needed. 


The degree of flexibility they will 
permit in programme quality, and 
quantity, and the methods of dis- 
tribution they will allow. 


Their readiness to supply a steady 
flow of high quality programming 


at economic cost. 


Availability of labour for sales and 


installation of subscriber equipment. 


The number of che above components which can move in accord 


will dictate the growth rate and success of the Pay Television 


industry. 
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METHODS OF PAY TELEVISION SERVICE 


There are three basic methods of distributing Pay Television. 


These are: 


Veo bay. Cable 


>) Subscripclon Television 


3. MDS Multi-Point 
PE se ee 
Distribution 


Use of a dedicated channel to 
basic cable subscribers who have 
the opportunity of receiving or 
not special programming at either 
an additional monthly fee or on 


a per-programme basis. 


Over-the-air broadcast ing WELLIZAING 
scrambler/de-scrambler security 


devices. 


Leased closed circuit channel to 
subscribers dwelling in apartment 


complexes, is not regulated by FCC. 


Development status and operations, with particular reference 


to Pay Cable, are discusse 


d in the following pages. 


PAY CABLE 


1 
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THE CABLF ]NCUSTRY IN THE U.S.A. 


Cable Television has had a relatively slower grow*h in the 
United States as compared to Canada. This has peen primarily 
due to the fact that U.S. Cable has had less alternatives 

or additional services to offer potential subscribers than 


has the industry in Canada. 


As with Canada, in the U.S., both Cable Televisiou and over- 
the-air broadcasting are regulated by a commor Federal 
eatery and licensing commission, in this case the FCC. 
The FCC has applied rules which specify, as follows, the 
package of commercial broadcast T.-V. channels which cable 
operators are able to offer subscribers. Cable operators 
also in many instances carry non-broadcast channels with 
Pay Cable, local origination and public access programming, 


as well as non-commercial broadcast stations. 


Ti oise worthy OLenotesctnat in the U.S., cable operators are 
permitted to sell advertising time on locally criginated 
channels, and many national and local advertisers are exper 


imenting with this new medium. 


193) 


Typical Availability or T.V. Stations by Market Size 


Markets 


Markets 1-50 


Markets 51-100 


Markets 101 and 
smaller 


Outside defined 
Markets 


Without Cable 
3 network affiliates, 
often plus 1 


independent 


3 network affiliates 
(including 1 or more 


U.H.F. Stations) 


2-3 network affili- 
ates (including 1 or 


more U.H.F. stations) 


1-2 network affili- 
ates (including 1-2 


U.H.F. stations) 


Sourcet Arthur -D. Little; Inc: 


"vith Cable 
3 network affiliates, 
3 independents and 
up tose2 yadditional 


imported independents. 


3 network affiliates, 
2 independents, and 
up to 2 additional 


independents. 


3 network affiliates 


and 2 independents 


No restrictions. 


At present there are over 3,400 franchised cable systems 


serving the U.S. 


The average system has 3,130 subscribers, 


but however, as the following table documents, almost two-thirds 


of the systems operating have less than 2,000 subscribers. Seven 


percent of the systems provide service to 33% of <1l subscribers, 


while 23% of the systems provide service to 75% 2 subscribers. 
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Distribution of U.S. Cable Systcms by Size 


System Size Number of Percent of Percent of Subscribers 
(Number of Systems Systems Served 
Subscribers) 

20 000s Over 53 2 33 

10, 000-197 999 rey 

5,000- 9,999 328 10 ‘3 

3,500- 4,999 Palak 

2,000- 3,499 474 14 

1,999 & under 2p. 63 25 

Not available 29 —— 


Sources: Television Digest & A.D. Little, rune. 


It is estimated that at the end of 1975, Cable systems in 
the U.S. were servicing some 10.8 million subscribers rep~ 
resenting 15.4% of total television Recenole st WUroe cable 
industry revenues for 1975 were estimated at $740 million, 
based on an average subscriber rate (excluding Pay Cable 


charges) of $6.00 per month. 


Caples tT. Vs Subscribers & Revenues 1970-1985 


Basic Cable (Omitting Pay Cable) 


Subscribers Revenues 
(Millions (Average) 
1970 ah.) $ 300 ($5.00 per month) 
LOLS ONS $ 740 ($6.00 per month) 
1980 1 iso? $1,300-1,500 ($7.25 per month) 
1985 20.26, $2,000-2,700 ($8.50 per month) 


Source: x De WltcLe, gnc. 
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Growth of the U.S. Cable Television Industry 


Operating Subscribers Subscriber Totaly Lv. Cable 
Year Systems At Year-End Growth Rate Households Penetration 
(mm) (%/Year) (mm ) % 
1959 2,490 4.5 25 ala t hes) 
19706 2,439 Sie! 18 61.6 Bee 
Eo a 2,841 6.0 Hie 63615 9.4 
R972 2.991. Te3 22 65.6 Hd | 
1973 3,158 hs 19 66.8 0 
1974 5,200 mG 13 68.5 14.3 
1975 3,450 10.8 10 10.4 154 
1980 3,800 Pore, h=10 ELGG 20 eae 
1985 4,100 20.26 Co 84.8 242.30 


Sources: Television Factbook, and A.D. Little, Inc. 


By 1980, it is estimated that some 3,800 cable Systems will be 
in Operation, servicing between 7 and 10 million subscribers 
(about one in five TV homes), with revenues fur basic cable 


service approximating $1.4 billion. 


As in many industries, some Cable operators control a multitude 
of systems. The U.S. Cable industry is no exception, with the 
top eleven operators controlling some 700 systems between them 


and in total servicing over 4.5 million (40% plus) subscribers. 
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Some major FCC regulations affecting the cable TV industry 
in thesU.S-sare® 
: Signal importation; imported distant signals are generally 
limited to two independent stations in the top 100 markets 
Leapfrogging restrictions have been recently removed, 


making distant signals importable from anywhere. 


: Nonduplication rules prevent simultaneous duplication of 
locally broadcast network and syndicated T’ programmes 


by imported broadcast signal. 


: Copyright legislation is seen likely to pass in the near 
future, and will impose nominal copyright fees on cable 
systems fo: use of imported broadcast signals. After 
passage, the FCC is likely to relax restrictions on the 


importing of distant signals. 


: The FCC specifies minimum technical performance standards. 
Systems with 3500+ subscribers must provide composite 
public access channel and program originaticn equipment. 
Additional access channels must be made available 
contingent on demand and capacity. 20-channel and two-way 
capabilities are required in new major market systems. 
Existing systems with more than 3500 subscribers and not 


meeting these requirements must clo so by 1986. 


The FCC, according to industry observers is likely 
to terminate rate regulation requirements within the 


next two years. 


Similar to conditions in Canada, jurisdictional disputes 
between the FCC and state regulatory agencies are seen as 
likely to escalate. Key impact involves regulation of 


Pay Cable, 
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THE GROWTH AND STATUS OF PAY CABLE 


The number of subscribers in the U.S. to Pay Cable has 
increased over 2,000 percent during the past three years, 
and at present, almost 14% of homes passed by basic cable 
subscribe to a Pay Channel(s). The current annual revenue 
from Pay Cable o1 the 253 operating systems is estimated 


at almost $60 million. 


Growth of Pay Cable ineThe<U .S% 


Systems Subscribers 
July £973 20 35,000 
May 1974 45 66,900 +91% 
+2,089% 
June 1975 75 264,575 +295% 
June 1976 253 766,100 +190% 


Source: Paul Kagan Associates 


As of June 30, 1976, Pay Cable was operating in 253 systems. 
The service hid been offered to 3.15 million Cable subscribers 
in areas where the Cable passes 6.9 million homes, or about 
one-quarter of the entire Cable industry, which has approx- 


imately 12.5 million subscribers in all. 


Pay Cable servic’: had been accepted by 766,100 subscribers as 
at June 30th, 1976. This is equal to 11.1% of hones passed 
by Cable and 24.3% of basic Cable subscribers The average 


Pay Cable monthly rate was $7.59. 
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Pay Cable Status AS Of vune os 0,197.6 


Number of Operating Systems 253 

Homes Passed wy Cable SA ely AS Say MS RE 
Basic Cable Subscribers SLOVO 
Pay Cable Subscribers 766,100 
Basic Cable Penetration of Homes 

Passed 45.8% 
Pay Cable Penetration of Homes 

Passed A ase 
Pay Cable Penetration of Basic 

Cable 24.3% 
Average monthly rate for Basic Cable $6.66 

Average monthiy rate for Pay Cable 319 


Source: Paul Kagan & Associates 


Due to the rapid growth in the number of basic cable systems 
providing Pay Cable service to subscribers, the above table 
is somewhat misleading in terms of penetration levels 
achieved and rates charged. The following table summarizes 
the status of pay cable as of June 30th, 1976, of those 
systems that were operative March 31st, 1976, and also 
isolates the status as of June 30th, 1976 of those systems 


which commenced operations since April lst, 1976. 
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Recent Changes In Pay Cable Status 


Status Reported aso? (June 30th )) 919776 


‘Additional Systems 


Systems Operative Operative as of 


as of March 3lst 1°76 April lst, 1976 


Number of Operating Systems 194 59 
Homes Passed by Cable 5,620,161 Les G Dae 
Basic Cable Subscribers 2,581,153 568,622 
Pay Cable Subscribers 667,515 98,585 
Basic Cable Penetration of 

Homes Passed 45.9% 45.43 

Pay Cable Penetration of Homes 

Passed 11.93% Doe 

Pay Cable Penetration of Basic 

Cable 25.9% 7.35 

Average monthly rate for Basic 

Cable $6.67 $6.62 

Average monthly rate for Pay Cable $7. 46 $8.48 


Source: Paul Kagdn & Associates 


It is of great interest to note the rapid market penetration 
levels achieved by the 59 new systems which came into operation 
between April lst and June 30th. Already these systems have 
obtained two-thirds of the homes passed penetration level of 
the more mature eearenen indicating the speed at which 


potential penetration levels can be accomplished. 
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The higher rate in the new system group ($8.48 vs. $7.46) is 
likely due to the heavy pay cable start-up schedule of the 
Teleprompter systems, most of which charge $9.95 per month. 
Teleprompter accounts for 17 of the 59 systems in the new 


group, and for 35% of this group'spay cable subscribers. 


By 1980, according to estimates prepared by Arthur D. Little, Inc., 
between 3 and 4 million homes will subscribe to Pay Cable, 
and produce between $324 and $432 millions in annual revenue, 


based on an average monthly rate of $9.00. 


The estimates for 1985 show between 5 and 7 million subscribers 
producing between $660 and $924 million at an average monthly 


rate) Ofeo1) 00; 


A complete listing of cable systems providing pay cable 
service, together with details of affiliation, sibscribers 


and rates, etc., is enclosed as Appendix i and ii. 
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REGULATORY ENVIRONMENT FOR pay CABLE 


Major regulations imposed bythe FCC on Pay Cale includes: 
1} Feature films must be within three years of first 
theatrical release, or (with qualification) over 


ten years old. 


2) Complex restrictions on showing of sports events. 


3) No more than 90% of programming can be films and 


sports combined. 


4) No commercial advertising permitted. 


The FCC rules restricting the availability of films and 
sports for pay cable programming are currently under appeal. 
Industry observers feel confident that the regulations 
affecting the use of movies between four and ten years old 


are likely to be terminated within two years. 
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METHODS OF PAY CABLE PROGRAMME DISTRIBUTION 


There are three basic options for the cable operator who 


wishes to introduce Pay Cablé service to his subscribers. 


One choice is to programme the channel himself, negotiating 
direct with all or a variety of producers or their agents 


for product. 


Another choice is to subscribe to one Or more of the pay 
cable distributcrs or bookers, and either accept programme 
packages in whole or in part, or 'cherry-pick" wit.en possible 
the best for his market. Programmes are usually delivered 


to him in the form of 3/4" videotapes. 


The third choice, and now by far the most popular, is to 
become affiliated with a Pay Cable programme distributor, 
and accept his package in total, usually via satellite 


distribution, or a combination of satellite and microwave. 


Obviously there are some exceptions to these three alternatives 
usually in the forms of modification or combination. Two 
distributors are now sen RG extensive use of satellite feed 

to affiliated pay cable systems. These are Home Fox Office 

(New York) ,andOptical Systems (California). ALL other 
distributors and bookers utilize 3/4" videocassette distribution. 


Following is a list of Pay Cable distributors and bookers with 


their respective market share positions. 


Be 


Pay Cable Distributors & Bookers 


ASrofelunens0ch, @L 7710 


Systems Subscribers Market Share 

Satellite Distributors : 
Home Box Office 156 474,759 G220 
Optical Systems ' 16 48,636 633 
Videocassette Distributors 
Telemation Programme 
Services 38 176,062 220 
Warner Star Channel 11 Bas, 2h 4.5 
Pay T.V. Services 6 12 %153 shin 
Best Vision 12 4,636 0.6 
Home Entertainment 1 4,000 Ons 
American TV & Comm. z 3,200 0.4 
Cinemerica 3 27519 Om 
National Professional 
Services 3 Aer Wie S 
Mahoning Valley nf 1,681 Oz 
Twin County Trans-Video £ 750 Ova 
Tele-Features 3 doz Oma 

Total 253 766,100 100% 


Source: Paul Kagan and Associates. 
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Home Box Office 
HBO, a subsidiary of Time Incorporated, dominetes Pay Cable 
distribution, having 156 of 253 pay cable systems as ppg eS 


iates, who in turn represent 62% of all Pay Cable subscribers. 


Particularly of interest is the fact that HBO has recently 
acquired control of their major competitor, Telemation 
Programme Services. Together the two companies distribute 
to 194 (77%) Pay Cable systems, representing 85% of all 


subscribers. 


HBO, which commenced operations in 1972 by micro-waving 
programmes to one pay cable system in Wilmington, Delaware, 


now feeds by a combination of microwave and satellite. 


Recently, HBO entered into a six year contract to lease 


two transponders from the RCA American satellite. 


The HBO signal originating in New York, is first microwaved 
to the RCA ground transmitting station at Valley Forge, 
Pennsylvania. The reported cost of this link is $25,000.00 


non-recurring plus $3,750.00 per month. 


The cost breakjiown of the six year contract with RCA is 


reported to be: 


September - November 1975 $45,000. monthly (One Transponder) 


December 1975 - December 1976 $71,000. monthly (Two Transponders) 
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January 1977-December 1977 $100,000.monthly (Two Transponders) 
January 1978-June 1978 $114,000.montkhly (Two Transponders) 
July 31,1978-September 1980 $145,000.monthly (Two Transponders) 
October 1980-August 1981 $159,000.monthly (Two Transponders) 


Sources #hechur De Little; Inc: 


HBO supply to affiliates 12 hours of programming per day, 
of which an average 65% are movies, 25% sports and 10% are 
other variety and general interest programmes. Approximately 


50% of the scheduled movies are repeats. 


For their services, HBO are reported to receive on the average, 
about 12.5% commission on the Pay Cable subscriber rate. For 
example, an affiliate system charging $8.00 per subscriber 

per month would pay HBO $4.20 per subscriber per month for 
programming. HBO would retain $1.00 and pass $3.20 along to 


the programme suppliers. 


Industry sources report however, that in a major endeavour 
to sign up more Pay Cable systems as affiliates on a five 
year contract basis, HBO have been willing to negotiate 
commission rates, and due also to the amount and variety of 
their programme schedule, have been losing money steadily 


with no turn-about envisaged in the forseeable future. 


Optical Systems 


Optical Systems, based in Burlingame, California, have recently 
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commenced satellite programme distribution to most of their 
Sixteen affiliated Pay Cable systems. Little is known of 

the cost structure of their system of distribution. Previously 
Optical Systems distributed programmes via videocassette to 
affiliated cable operators, and in some instances leased 
channels from cable operators and handled administration, 


marketing and programming themselves. 


Optical Systems programme 90% movies, and 10% other enter- 
tainment programming. Their philosophy does not include sports, 
although exceptions are made. Due to their concerns over movie 
quality, they have recently cut back from scheduling at a rate 


of 104 original movies per year to 78. 


Telemation Program Services 


Telemation, recently purchased by HBO, acts as a film booking 
agent for Pay Cable operators. Telemation distributes movies 
on 3/4" Sony videocassettes, and takes between 10% and 15% 
commission on concracts between film suppliers and cable op- 


NES NEOIES 


Other distributors and bookers listed at the front of this 
section operate in much the same fashion as Telemation. In 
the face of the popularity of distributors such as HBO and 
Telemation, Hollywood producers have become alarmed that such 
consolidated purchasing leverage would jeopardize future 


revenue prospects, and are, amoung other moves, actively 


a 


soliciting direc: booking with Pay Cable cperators. 


Highlighting this concern was the move in 197) by Columbia 
Pictures, who for six months denied sales of products to 
HBO. The problem was finally alleviated due to the pres- 
sures felt by HBO, when Time Inc., major owners of HBO, 


took a financial interest in Columbia. 
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SOURCES OF PAY CABLE PROGRAMMING 
The basic ing.edient of Pay Cable programming is movies, and 
most film distributors, with the notable exception of Walt 
Disney Productions, supply product for Pay Cable. Most active 
in Support OF “tle Pay Cable industry are the following suppliers: 
20th Century Fox 
MGM 
Parainuunt (Gulf & Western) 
Warner 
Universal (MCA) 
United Artists (Transamerica) 
Columbia Pictures 


Other incependent and foreign movie suppliers. 


It should be noted that movies released by suppliers to 
conventional Television networks and stations are not exclusive 
to them, and generally speaking the same titles are offered to 


Pay Cable distributors for play some three months prioretovnets 


works or syndicators. 


Also active in Pay Cable programme supply are Sports Promoters, 
such as Madison Square Gardens and the Los Angeles Forum, and 


various Professional Sports Organisations. 


Independent producers are also actively attempting to sell to 


the Pay Cable market. 
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A recent significant move, highlighting producers' interest 

in the Pay Cable market as a source of growing revenue, and 
emphasizing their concern that the Pay Television would attempt 
to consolidate movie purchase bargaining power through the 
formation of iarge distributors such as HBO, is the announce- 
ment of a joint venture between United Artists and 20th Century 
Fox of a full Pay Television distribution service called 
Hollywood Home Theatre (HHT), which will join in direct com- 
petition with others such as HBO, Optical Systems and Tele- 
mation Programme Services. HHT will provide a complete programme 
package, negotiate microwave, and even possibly onerate one or 


more satellite channels. 


Reportedly, HHT's initial move will be to join as a partner 
with Prism Television, a division of the Philadelphia Spectrum, 
which offers a regional Pay network to local cable operators, 
and soon expects to feed six to eight hours per day of sports 
and movies to their affiliates. This programme package will 


include major league baseball, basketball and hockey games. 
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SUUPLY OF PAY CABLE PROGRAMMING 

Movies are the dredominant source of Pay Cable programming fare, 
and there is concern among industry observers trat insufficient 
numbers of suitable movies are being produced on an annual basis 


to meet current established requirements. 


Another inhibiting factor in movie supply is the present FCC 
regulation that prohibits Pay Cable operators from showing 
movies that are between three and ten years fron date of initial 
theatre release. This ruling is being appealed actively by both 
Pay Cable operators and producers, and many observers anticipate 
that the FCC will terminate such restrictions within the next 


two years. 


Approximately 260 movies are produced in the U.S. on an annual 
basis. Of these, roughly 60 are considered unsuitable for Pay 
Cable release due to their pornographic or otherwise X-rated 


content. 


Of the 200 1emaining new movies, approximately one-half are 
considered playable movie fare that would attract pay cable 
Subscribers. In fact, some operators feel that even this 
number is high, and consider that roughly 75 titles only should 
be used, the remainder possibly cheapening the product offering 


and thus restrceining subscriber growth. 


Foreign produced movies, with few exceptions, are not considered 


suitable by most Pay Cable operators. 
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Many industry participants and observers feel tnat the time is 
rapidly drawing near when Pay Cable will pruduce or co-produce 


movies themselves to alleviate foreseen shortages. 


Sports are featured by the majority of Pay Cable operations as 
an important subscriber attraction. However, there are complex 
FCC regulations regarding sporting events that may be played by 
Pay Cable as a protection to conventional broadcasting networks 
and syndicators, which restricts the showing of any major 


league games, especially on a 'live' basis. 


The FCC has also ruled that no more than 90% of Pay Cable 
programming can be movies or sports combined. In attempting 

to fill the remaining 10%, HBO as an example, obtained the 

rights to a Bette Midler special that was slated for network 
broadcast, and has run series that were originally produced | 

for television networks or syndication. In addition, live 
performances of night club acts and concerts are: taped especially 
for, Pay. Cable. distribution, but costs arevat present an inhibiting 


factor to this type of programming source. 
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EXAMPLES OF PAY CABLE PROGRAMMING 
Movies form the basic content of Pay Cable programme schedules, 
which despite FCC rulings, at times exceed the 90% permissible 


level. 


Theta Cable, of Los Angeles, California, which subscribes ive part 
to the Telemation distribution service, in a period of six weeks, 
had 99% of programme content devoted to either itunst. run or cepedc 
movies on a per-play basis (see eppendi x ait. )ie Of. the 19 features 
scheduled in the period, 12 were for first run movies, six for 
repeat movies and one was a taped Special. Each of the fiystrrun 
movies received an average 9.9 plays, while each Of the repeat 
movies were played an average 4.1 times. The Special received 


only a single play. 


Theta Cable programmes its pay channel commencing at 7:00 p.m. 
Monday through Friday, running an average of three movies per 
night. On Saturdays and Sundays, five movies are shown commencince 
at 2:30 p.m. Each week, three separate movies are scheduled, two 


being first runs, and the other a repeat. 


Thus Theta is scheduling original movies at the rate of 104 per 


year. 


Telecinema, a system which operates four pay channels simultaneous!‘ 
to each of its 4,600 subscribers, had 96% of its features as 
movies during a one week period. 2.33 of ‘features were specials, 


and 1.8% were sports (see appendix iv). 
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Of the 34 movies scheduled, 15 were general appeal movies, each 
receiving an average of 6.8 plays, seven were ‘Adult Only! movies, 
each being played an average of 9.7 eimeee 10 were Family or 
children oriented movies at an average of four plays each, and 


two were foreign sub-titled movies at an average of 1.5 each. 


Telecinema schedule approximately eight general appeal new movies 


per month, at a rate of 96 per year. 


Home Box Office (appendix v) relies least on movies, scheduling 
them as 59% of its attractions, and 66% of its plays. In a one 
month period seven new movie titles were introdiced, and 15 movie 
titles were replayed. On average, each of the former received 
9.7 plays, while each of the latter received an average of 2.8 
plays. In addition, five foreign subtitled movies gopsictik an 
average of three plays each, and five children's movies were 


played an average of 3.8 times each. 


Twenty sports events, covering six different sports, were also 
scheduled, es were four Specials which each received an average 
of 2.8 plays each. Other programming included episodes of the 
Pallisers, which had been recorded for but not played over 
conventional television, and some educational and cartoon 
features for children. HBO also include promotional preview 


features of its following month's programme schedule. 


At the rate of seven per month, HBO is scheduling 84 new movies 


per year. 
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THE COST OF PAY CABLE OPERATIONS 

The Pay Cable operator is responsible for purchasing programmes, 
operating his system, and for all hardware associated with receipt 
of programmes and delivery to subscribers, including subscriber 


interface devices. 


Should the opexcator be affiliated with one of the satellite 
distributors, his cost responsibility includes that of an 

earth receiving station (in some instances sharing such with 

other nearby operators), and if necessary the cost of the microwave 


link from the earth station to his head-end. 


Costs of earth receiving stations for satellite feed have fallen 
sharply in recent months, costing about $100,000.00 each in early 
1976, and as of mid-summer 1976 averaging $45,000.00 per unit. 
They are expectéd to cost in the neighborhood of $50,000.00 by 
mid@“1977. Scientific Atlanta, has supplied most of the 70 earth 
stations now installed, being constructed or pending to date. 
Other manufacturers include Andrew, R. F. Systems, and Radio 
Mechanical Structures. ITT Space Communications has announced 
its intention of entering this market, which is seen to have a 
potential in the U.S. by 1980 of between 300 and 500 earth 


stations. 


Short-haul, Local Distribution Service (LDS) microwave systems 
are seen to be used increasingly to interconnect CATV head-ends 
in regional complexes. Theta-Com, of Los Angeles, with its AML 


system, is the major supplier to date. 
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Following is a breakdown of operating costs, estimated by 


A. D. Little, Inc., based on a typical Pay Cable operation with 


10,000 basic subscribers and 3,000 pay cable subscribers. 


Programming 

Earth Station/Videocassettes 
Subscriber Interface Device 
Administration, Billing, etc. 
Marketing and Promotion | 


Installation of Subscriber 
Interface 


Pre-Tax earnings 


N.B. Per $1.00 of revenue. 


50% (include distributor 
fee/commission) 
6% 
7% 
6% 


4% 


4% 


23% 


100% 


a 
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THE COST OF PAY CABLE PROGRAMMING 


Costs of individual movies, or packages of movies, depends 
largely upon negotiation between Pay Cable distributors and 
bookers and film distributors and producers, and is based 
mainly on the deyree of theatre box-office success the movie 


obtained. 


Costs are determined on the number of times a movie is to be 
played over Pay Cable, and the number of homes subscribing 


to the system(s). 


As a general rule-of-thumb, the approximately cost per movie 


per subscriber runs between 2.7 cents and 4.5 cents per play. 


Thus using 3.6 cents as an average, a movie could be purchased 
for $2,520.00 for one original play and six repeats for play 


over a system(s) with 10,000 subscribers. 


Naturally there are exceptions. "Gone With The Wind" for 
example, reputedly cost HBO and other Pay Cable purchasers 
in the region of 60-70 cents per subscriber for an average 


of ten runs, about double the normal costs. 


Usually movies are booked on a per film basis, however, there 
may soon be a trend towards block booking, where producers 


would attempt to force sell low appeal movies with popular titles. 
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Little is known regarding the per-subscriber costs of sports 
programming, each event usually being negotiated :eparately, 
although HBO has entered into long term agreements with Mad- 
ison Square Gardens and the Los Angeles Forum. It is likely 
that costs for sports events are on the average higher than 
for movies, especially for major attractions such as world 


title heavyweight boxing events. 
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PAY CABLE SECURITY SYSTEMS 


Security of signal, that is, protection against non-paying 
homes tuning in to Pay Cable channels, is one of the major 


concerns of operators, and also a major cost overhead. 


Precise figures as to the degree of pirating of pay cable 
channels is unknown, but industry practitioners estimate that 


it could run as high as 10% of paying subscribers. 


There are a variety of security devices available to operators 
to protect against such fraud. Each system varies in cost and 
degree of protection. The most popular methods fallen eo sc ne 


following categories: 


Scramblers/Descramblers: These are devices which encode the 
signal at the cable head end, with a complimentary device at 
the subscriber location to decode the signal. De-scramblers 
can be combined with convertcr boxes. Costs vary, with de- 
scramblers averaging $55.00 per unit, and headend scramblers 


averaging $500.0) 


Major manufacturers of this type of equipment are: 


Blender-Tongue, Jerrold, Magnavox, and Oak Industries. 


Traps: Filters placed in a line or drop which blocks out signals 


of the Pay Cable channel for downstream non-paying subscribers. 
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Relatively secure and inexpensive (less than $5.00 each) they 
are quick and easy to install. However, they are suitable 
only for private home subscribers, being inappropriate for 


multi-family and apartment homes. 


Manufacturers include: Vitek, Coral Communications, GTE- 


Sylvania, Eagle Com-tronics, Hamlin and Pro-com. 


Converters: The most simple access method, permitting sub- 
scribers access to the Pay Channel through a set top converter, 
is the least secure one due to the availability of converters 


through non-operator sources. 


The principal manufacturers of converters include: Blender- 


Tongue, Jerrold, Magnavox, Oak Industries. 


Addressable Taps: Still in the dévelopment stage and may-be 
available in the late 70's. Individual taps can be turned on 
or off by signals from the head-end. To turn off pay channel 
a jamming signal is inserted into the tap so that the selected 


channel is unuseable. 


Manufacturers are: Ameco, Delta Benco Cascade, Gamco Indus- 


tries, Magnavox, Oak Industries. 


Per=Frogram: Charging: By modiitving presenteset, Lop convercers 


to include a small transmitting device to enable hi:ad end to 
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monitor channel selections via two-way cable, this system 
eliminates need for security devices by billing for Pay 
Channel(s) used on a per-programme basis. Many systems tested 
but only one is in actual field use, manufactured by Coaxial 
Communications in Columbus, Ohio. A more detailed review on 


their system is included later in this report. 
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One of the newest systems, manufactured by Tanner Electronics 
of Northbridge, California, which combines the security ele- 
ments of a scrambler/de-scrambler system with the simplicity 
of a tap systems sAneinterference, signal, jamming both audio 
and video, is inserted at head-end, and removed by a unit at 
subscriber's location. The cost of the subscriber unit is 
about $5.00, and the jamming unit is said to be ecually ge 
expensive. They can also be used just as effectively with 


apartment subscribers. 


According to a census of 185 Pay Cable systems, conducted by 
Paul Kagan & Asscciates in March 1976, 86 systems used a con- 
verter or scrambler as their security device, 76 named traps, 


and 21 said they used a combination of both. 


The questionnaire also asked for brand names of devices used. 
130 systems responded as follows (note that more than one type 


of device is used in some systems): 
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Boxes Traps 
Jerrold 61 Pro-Com 14 
Oak 29 Coral 6 
Digital 4 Vitek 5 
Tocom 1 Microwave Filter 5 
Hamlin 1 Hamlin 5 
Own Manufacture 1 Magnavox ui 
Own Brand 5 


Many industry observers feel that the most desireable inter- 
face-security device is Addressabie Taps. This in turn permits 
per-programme charging instead of subscription bi’ling, a 
method preferred by many operators but denied them due to 
technological and economic considerations. Addressable Taps, 
still in the experimental stage, could by the early 1980's 


revolutionize industry methods. 
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PAY CABLE BILLING AND RATES 

There are three current methods of billing Pay Cable subscribers, 
the mouthly subscription rate, which is by far the most pop- 
ular, the per-programme method, and the inclusive system. Each 


of these is discussed in detail. 


Subscription 
Almost all Pay Cable systems operate under this method of 


billing. Subscribers, after paying an initial installation 
fee, rangingutLonmes L000) toms25.,00, are billedvatsa monthly 
rate of between $4.00 and $10.00 while they continue to sub- 
scribe to the service. Service can be discontinued at any 


time at the subscriber's request. 


In March 1976, P. Kagan and Associates, Inc., conducted an 
analysis of the pricing rates and penetration levels OL Lo6 
Pay Cable eres The study found marginal differences in 
the degree of average penetration achieved according to price 
differentials. The lowest penetration levels occurred at 
either end of the price scale, and the highest average pene- 
tration levels occurred in the $7.00-$8.00 price range. The 
analysis indicates that consumer price resistence may well 


occum in the $102,00 (and up, ranges. 


Penetration Levels Achieved According to Rates Charged 47 
Penetiation Levels ACh CVeG  iCcOr er a ar ae rge 


Price Level Systems Average Penetration of 
# % Homes Passed 

$4.00 5) 1.8 te 8.4% 

5.00 10 6.4 LOGS 

6.00 32° 19.3 Ls 

7.00 PH et Re ee | REDS 

1850 2 2423 14.6 

8.00 40 25.6 13.3 

8.50 7, 6425 L035 

9.00 17 10.9 Ll. 
10.00 16 10.3 ORG 

156 100. 


P. Kagan & Associates, Inc. 


Per-Programme 


There are Oniy two Pay Cable systems utilizing this method 
of customer billing, one in Northampton, Pennsylvania, with 
750 subscribers, and the other in Columbus, Ohio, with 4,600 


subscribers. 


A more detailed review of the operation of the latter is 


contained later in this report. 


As the name suggests, the subscribers are billed for only those 
programmes they view over the Pay Cable channel. Charges can 
range from as low as 50¢ for a short movie or cartoon to $3.50 
for a popular feature movie, and occasionally as high as $15.00 
for a special event such as a telecast of a live heavyweight 


boxing title match. 


Charges are not necessarily based on the per-subssriber cost 


negotiated with the programme distributor but on the forseen 
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popularity and drawing power of the feature as estimated 


by the system programmer. 


A distinct advantage of this method is that the system only 
pays the negotiated cost of the movie or evert to the supplier 
based on the actual number of viewers, not subscribers. MThus 
a movie which received a low viewing level on a per-programme 
billing system could still be considered profitable to the 
operator, while a subscription billing operator would still 

be charged based on the total number of subscribers tc his 


system regardless of how many actually viewec the programme. 


Previously tried per-programme systems have all (with one 
exception - Telecinema in Columbus, Ohio) utilized one-way 
cable, and have experienced problems in determining on an 
On-going basis, which Pay programmes the subscribers actually 
viewed. Systems uSed either pre-sold cards cr tickets which 
activated set top terminal devices, or had the subscriber 
call an operator who then transmitted a coded signal down 
the line to activate the terminal and permit the subscriber 
to view the programme. Both these methods require a fairly 
expensive home ceri neti, $100.00 and up, and both are incon- 
venient to the subscriber. Both also suffered security 
problems, and neither readily permitted impulse programme 


buying by the subscriber. 


An example of Per-Programme schedules and costs is included 


49 


in Appendix IV. 


Inclusive 


This method is again utilized by two systems, 01¢ in San Jose, 


California, and the other in Coral Springs, Florida. 


By using this method, the Pay Cable channel is required to be 
taken by all subscribers of the basic cable service for no 
separate charge. Eliminated is the need for costly security 
interface devices and separate marketing and adiuinistration 


divisions. 


In San Jose, the monthly charge is $8.95 inclusive and $2.00 
of this is attributed to the Pay Channel for internal and 
supplier charging purposes. In Coral Springs, the monthly 
subscription is $10.00.0f which.-$5.00 is attributed to the 


Pay Cable. 


The San Jose system does not show any movies two 

nights per week, only programming during five evenings. 
During the two down nights, billboards advertising the cur- 
rent attractions are screened. Movies are staggered, so 
that a new one premieres each two weeks, and is paired with 
the previous two-week movie. Thus, this system operates on 


a schedule of only 26 new movies per year. 
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PAY CABLE CONNECT/DISCONNECT RATIOS 


Disconnections are one of the biggest problems faced by 
Pay Cable operators, and can run as high as three times 


the rate as experienced by non-Pay Cable systems. 


HBO claimes thattheir disconnections are currently averaging 
between 20 ani 25% per year, but acknowledge tnat it has 
been higher in the past. According to observations by A.De 
Little, Inc., disconnects can be as high as 6%per month, or 


over 70% per year. 


In Columbus, Ohio, observations by Telecinema, who operate 
a four channel per-programme billing system, indicate that 
disconnects are between 15 and 20% during the first three 
months of subscriptions, but that a proportion of these 


(approximately 25%) are retrievable through re-marketing. 


Little hard infocsmation appears available on disconnects, 
as most operators are reluctant to discuss the subject, or 
do not keep track of the data. One exception has been 


Clar-O-View Community Television, of Bangor, Pennsylvania. 


This system commenced marketing Pay Cable in December 1974, 
subscribing to the HBO programme service. The basic cable 
service passes some 3,000 homes, of which 2,400 subscribe 


at a rate of $4.95 per month. From December 1974 to March 
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1976, a total of 414 subscribers signed for the Pay Cable 
HBO service, of which 256 were maintained and 158 (38%) 


disconnected. 


The following Table demonstrates the number of months passed 


which current (as of March 1976) subscribers have belonged 
to the service and the proportions who disconnected. 


Present Subscribers Months Subscribed Before 


Disconnection 
1 Month 4 1.45% 19 k2. 245% 
2 Months i Zoo 9 = kO 
3 i 6 2 20 12.70 
4 " 5 1.94 16 10.13 
5 " 5 NR 20 Poe 7) 
6 % 4 26 16 10.13 
u 7 3 Lecpiid 13 S24 
8 . 8 3.02 4 Pee Je 
9 . 5 1.94 2 1.26 
10 : 4 oo 3 1. 30 
11 " 6 2.3.0 i 4.43 
ile s 13 5.08 9 5210 
ike 9 3250 i} 4.43 
14 , iy 4.80 10 6.03 
Iu " 37 14.50 3 190 
16 % 128. 50.00 LL 0.00 
256 158 


Of the 256 still subscribing to the Pay Cable system, 78% had 
done so for twelve months or more. However, of the 158 who 
disconnected, 72% did so within seven months of commencing the 


service. 
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Of the 158 who disconnected, 49% specified the following reasons: 


Dissatisfied with Programme content 15% 
(1) Answers involved money 23% 
Moved or Cisconnected basic cable 11% 
No reason supplied 51% 


(1) This category consisted mostly of non-paying customers, 
roughly 16% of all disconnected and: 6% of customers ever con- 


nected. 


It should be noted that the above percentages do not necessarily 
represent industry averages, although some observers consider 


that they would be a fair reflection. 


Another industry observer considered that about half of the 
customers who disconnected from Pay Cable service did so due 
to the quality of movies or other programming, and that a 
further quarter did so because the quality of programming did 
not match the standards they had been led to expect. The 
remaining quarter, he believes, probably did so due to poor 
reception or other technical problems. These figures exclude 
those who would have disconnected for any reason from the 


basic cable service. 
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PAY CABLE CUSTOMER PROFILE 


Very little research appears to have been conducted to ascer- 
tain the type of people most likely to subscribe to Pay Cable. 
The following profile has been compiled from the variety of 


sources and observations. 
The typical Pey Cable customer is: 


: More likely to reside in larger urban/suburban areas. 
: An above average television viewer. 

: Aged between 25 and 40 with children. 

: Lower middle to upper middle income. 


: Entertainment conscious/sports oriented. 


The number of "free" television signals available to potential 
subscribers does not appear to detract from the degree of 

Pay Television penetration levels achieved. Indeed, on the 
average, higher penetration levels are recorded in areas 
where a high numker of television signals are able to be 


received. 


As one industry participant observed, "Where Cable TV is a 


necessity, Pay Cable penetration is lower than average." 


In more densely populated urban areas of the United States, 
which do enjoy a wider choice of conventional television 


channels, Pay Cable has achieved higher levels of penetration 
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among basic cable subscribers. It is felt that these urban 
dwellers are more entertainment conscious, have higher levels 
of disposable income, and welcome Pay Cable as a means of 
viewing recent movies, due to the high cost, difficulties 
and on occasion, likelihood of personal danger involved in 


viewing them at downtown theatres. 
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PAY CABLE VIEWING LEVELS 


Due to the relatively low penetration levels of both basic 
Cable and Pay Cable, both U.S. eiaiencs measurement organ- 
isations, the American Research Bureau (ARB) and the A.C. 
Neilsen Company, have encountered many problems in defining 
cable viewership and do not attempt measurement on an on- 


going basis. 


A special study, however, conducted by ARB in Nassau County, 
New York, disclosed that the local affiliate of HBO, amoung 
subscribers to the Pay Cable system, had a share of total 

television viewing of 20%, considered extremely high in this 


well served television market. 


Another special study, conducted privately by A. C. Neilsen, 
in San Diego, California, disclosed that viewing to Pay Cable 
channels was usually additional to normal television viewing, 
and that Pay Cable did not detract from conventional viewing 


habits. 


It should be borne in mind that neither of these studies have 


been made public and details remain unknown. 


Not all Pay Cable subscribers naturally, view Pay Cable to the 
same degree. Analysis conducted by Telecinema, of Columbus, 


Ohio, who operate on a per-programme charging system, indicate 
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that typically, about 45% of their subscribers contribute some 


20% of revenue, while 55% contribute 80%. A large proportion 


of subscribers do not view Pay Cable in any given month. 
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TWO-WAY PAY CABLE OPERATIONS 


Two Pay Cable systems in operation utilize per-programme 
charging methods. This section of the report takes an in- 
depth look at one of them, Coaxial Communications, Inc., 

of Columbus, Ohio, which has been experimentiag with two-way 


cable. 


In the past many systems had experimented with two-way cable, 
but one of the greatest difficulties experienced was that of 
noise interference of the return signal due to the many con- 
nections necessary in the upstream lines, making identification 
of the signal in many instances impossible. In addition, cost 
factors appeared prohibitive, with upstream amplifiers adding 
about $2,000.00 per mile to the cost of a one-way system, and 
the home term nals necessary On an interactive two-way system 
costing between $150.00 and $200.00, as each terminal had to 
include a transponder to answer a coded interrogation from the 


central computer located at the head-end. 


However, Coaxial, through its R & D subsidiary Coaxial Scientific 
Corp., of Sarasota, Florida, has apparently overcome both these 


problems. 


Each subscriber home is supplied with a terminal which is a 
modified standard 26 channel converter to which has been added 


a micro-powered ‘“ransmitter that signals back to the computer 
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indicating whether the set is turned on and to which channel 
it is tuned. The transmitter in each home, in each given 
section of the system, operates on a slightly different fre- 


quency from all others in the area. 


In addition, for subscriber security reasons, each terminal 
is equipped with a removeable key which must be turned on to 
enable the Pay Chinnels to be viewed. All other television 
Channels are available to the viewer in either position of 


the security Key. 


Up to 200 subscriber homes in each designated area are con- 
nected to a distribution line, which is subsequently joined 
with a trunk line. At the point where the distribution line 
connects with the trunk line, there is a code operated switch 


(COS)?: 


When the computer located at the central office commences an 
interrogation sweep, it sends a coded digital signal down the 
system which closes each CoS switch in turn for a fraction of 
a second. While the COS switch is closed, it enables the up- 
stream signals returning from the subscriber homes in that 

particular section to flow back to the data receivers in the 


central office to be analyzed and stored by the computer. 


When the data 7rom all homes connected to the first COS has 


been logged, the computer sends out another signal which opens 
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the switch for that section, and closes the switch for the 
next COS section to be scanned, and so on throughout the 


whole system until all homes connected have been monitored. 


At present, the Columbus system, called Telecinema, has about 
5,000 homes connected to its Pay Service, and can scan each 


subscriber home about once in every three seconds. 


Once the computer has stored the data from all of the sub- 
scriber homes, it computes and on request prints the number 
and percentage of sets tuned to each channel. The computer 
retains in memory which Pay programmes the subscriber has 
watched during the preceeding month, and then batch processes 
individual subscriber billing data from which monthly invoices 
are prepared, itemizing date, time, title and cost of Pay 


programme viewed. 


This two-way system developed by Coaxial appears to have many 
advantages over previous models. First, since only up to 200 
subscriber homes are transmitting back to the data receiver 

at any one time, the noise interference and signal identifica- 
tion problem is prea rennceas Also a breakdown of one COS 
switch only interrupts scanning for a short period of time 


for relatively few homes instead of the entire system. 


Secondly, the home terminals are relatively inexpensive, as they 


do not have tc incorporate a costly transponder device, instead 


AC ara AY Wes PCO Tse | yy uC eaeel es A Merete 1 ib fi ty Vim buries eee aw bind ot at ¢ 
Goal lL bbater fait Silonadlling «circuics. The modified terminals, 
which permit viewers to choose between four Pay Channels pro- 
grammed by Coaxial in addition to twelve non-Pay channels, 
cost about $60.00 each. Coaxial consider that modifications 
for a One Pay Channel system could bring the cost of the term- 


inal to about $30.00 each. 


In addition, the converters and return amplifiers can be utilized 
to inexpensively add services such as burglar alarms, fire 

atari vomen polling, etc. Also, due to its nature, the 
system can supply constant television audience measurement 
information, and be used as a base for many marketing/advertis- 


ing research projects. 


Coaxial claims that any one-way system, utilizing the two-way 
cable along its lines, can be converted to a two-way system 

such as theirs foi a cost of about $200.00 per mile, as compared 
with $2000.00 per mile for adding video quality return path 


amplifiers to existing one-way systems. 


Coaxial utilizes a mini-computer, costing about $30,000.00, 
to store and analyze data. Together with a high speed print- 
out terminal, and the data receiver bank, the return signal 


equipment could be installed at less than $60,000.00. 


As previously indicated, Coaxial's Telecinema Pay Cable system 


61 


utilizes four separate Pay Cable Channels, each channel being 
programmed simultaneously. Programming commeices at 1:00 PM, 
Mondays through Fridays, 10:00 AM on Saturdays and 11:00 AM on 
Sundays. An example of the features offered appears in Appen- 


dices IV: 


In the period of one week, Telecinema scheduled forty features 
of which fifteen were general release movies, ten were family 
or children's movies, seven were Adult Only movies, two were 


Foreign movies, two were Specials and four were Sports events. 


Telecinema requires a $38.50 deposit for the terminal from 
subscribers, and charges a $15.00 installation fee, which is 
frequently refunded should the subscriber remain connected for 
a minimum of three months. A monthly service fee of $3.00 is 
charged regardless of the amount of viewing to the Pay Channels 


by the subscriber. 


The average amount billed to each subscriber totalled approx- 
imately $10.50 per month, March through July, 1976". O"'The *tbreak= 
down of billing approximated: 


Regular movies: $4.50 
Adult movies: 2.00 
Other Programmes: 1.00 
Service Charge: _3.00 

$10.50 


Typically, about 45% of subscribers each month view less than 


$3.00 worth of Pay programming, and contribute about 20% of 


monthly Pay revenue. 


63 


PAY CABLE MARKETING AND PROMOTION 


The usual procedure for introduction of Pay service to a cable 
system's subscribers incorporates the use of a special free 
preview screening over a period of about four wenks, inecon— 
junction with mail and telephone initial contact supplemented 


by salesman visits to prospective customers. 


Some mass media advertising is conducted to reach consumers 
who do not subscribe to the basic service, in an effort to 
connect them with the additional option available. It is 
estimated, however, that introduction of a Pay service only 


minimally increases basic cable penetration. 


According to one industry spokesman, it costs about one-tenth 
the amount to connect a basic cable customer to Pay Cable than 


it does to connect a non-cable home to the basic cable service. 


Another spokesman estimated that it costs anywhere from $5.00 
to $30.00 to connect a basic cable subscriber to Pay Cable 


service. 


An important factor is the inherent danger of overselling 
the subscriber. The large degree of disconnects within the 
first six months of service noted previously, has been at- 
tributed to, in large part, the subscriber anticipating a 


higher quality of programming than he actually received. 
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Disconnects can be costly, both in terms of administrative 
expenses and that re-sale to the customer is difficult. The 
word-of-mouth publicity resulting from a disgruntled ex- 


subscriber can also be damaging. 


On-going promotion to maintain subscribers is an important 
factor. This can take the form of pre-viewing coming attrac” 
tions, either on-air or through a monthly programme guide 


Magazine, or (as is often the case) a combination of both. 


The programme guide magazine, used widely by Pay Cablejoper— 
ators, is usually mailed to subscribers, free of charge, about 
one week prior to commencement of the following month's pro- 
gramme schedule. In addition, it is frequently used as part 


of an on-going nev subscriber sales endeavor. 


Example of programme guide magazines are appended to this 


report. 
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FUTURE OPTIONS FOR PAY CABLE 


Many industry observers feel that future developments for 
Pay Cable will feature dedicated channels by interest group. 
For example, one channel or more will exclusively feature 


movies, another sports, another variety, etc. 


Subscribers would select to subscribe to one or more channels 


depending on their preferences. 


Before such an eventuallity however, operators must increase 
their degree of market penetration, both in terms of homes 


passed and connected, and proportions of Pay Channel subscribers. 


The probably introduction in the early 1980's of per-programme 
billing operation will mean either the large scale introduction 
of addressable taps through present one-way cable systems, or 
the use of two-way cable. The latter is a distinct possibility, 
particularly in the light of FCC specifications that 20 channel 
and two-way capabilities are required in new major market sys- 
tems, and existing systems with more than 3500 subscribers and 


not meeting these specifications presently must do so by 1986. 


The introduction of two-way cable capacity prevides the cable 
Operator with a host of other pay opportunities, including 


services such as alarm systems, catalogue shopping, polling, etc. 


66 


As noted previously, it is forseen that Pay Cable operators 
= could well commence co-production of movies in the near 


future to overcome forseen shortages of quality products. 
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SUBSCRIPTION TELEVISION (STV) 


Subscription television is essentially similar to Pay Cable 
with the exception that signals are broadcast over-the-air, 
and feceivea via normal household antennae. The Signals are 
scrambled at the transmitter, and de-scrambled by a unit in- 


Stalled at the subscriber location. 


Major suppliers of STV include Blonder-Tongue with its BTVision 
system and American Subscription Television with its Teleglobe 
system. Numerous arrangements are said to exist between STV 
companies and UHF stations to seek FCC authorisation of STV 


services. 


Six companies have now developed STV systems that have received 


FCC approval. These are: 


Manufacturer: System Name 
Zenith Radio Corporation Phonevision 
Blonger-Tongue Laboratories, Inc. #4745 BTVision 
Teleglobe, Inc. #410 

System Developmer.t Corp. SDC Pay TV System 
Oak Industries, Inc. Model one 

Pay Television Corp. . PTV System - 3 


The latest entry, the Pay Television Corporation's PTV Systen, 
which operates on a per-programme charging basis, and which 
was refined by Electrohome of Canada, has just recently been 


introduced. 
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The subscriber terminal, which weighs about 8 lbs, and measures 
approximately 8" x 12" x 5%, is activated by an IBM card cap- 
able of handling up to 160 programme selections per month. The 
terminal box identification codes vary so that each card issued 
fits only one box for one month in a specific area. A switch 
connects the subscribers set to a UHF antenna, at the same time 
disconnecting VHF. There is a special option available that 
would permit th2 viewer to switch back and forth from STV station 
to VHF channel. Further options include a pre-pay system 
that enables the subscriber to order a programme in advance 
and receive it at the designated time,and a 3 Pay channel system. 
To operate, the subscriber inserts the IBM card, using a sliding 
device to pick the chosen programme number, and rotates a select 
knob to complete the transaction. At this point, the IBM card 
is punched to note which programme was selected. At the end of 
the month, the subscriber mails back the IBMcardto the Pay 


operator, who ti:llies it and sends back an invoice. 


On initial installation, the installer delivers the decoder to 
the viewer, connects it to the antenna terminals behind the TV 
set, and supplies the subscriber with the monthly programme 
guide and first IBM card. Should the Pay operator wish to dis- 
connect a decoder for non-payment or any other reason, he simply 
refuses to supply the subscriber with a new card, and collects 


the decoder at his leisure. 


At the TV transmitter, the video is scrambled, and the audio is 
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replaced with a message to viewers explaining how the system 
operates, the composition of the programme schedule, and how 


the viewer can become a subscriber. 


The estimated cost of this subscriber terminal is $115.00. The 
options for pre-pay, switching and a 3 channel would add $10.00 
to $15.00. The terminals will be owed by the local Pay opera~ 


tors. Cost of scrambling device is unknown. 


Due essentially to the cost of the security systems involved, 

no broadcaster has yet commenced Subscription Television service. 
However, the FCC has granted several licenses to operate,and 

one operator, TAT Communications, is said due to commence service 
shortly in the Los Angeles area, broadcasting a UHF signal over 
channel 22. Other licenses have been granted for Newark, (New Jer- 


sey), Boston, and Milwaukee. 


The following is the status of those license applications for 
STV that have either been approved or denied by the FCC, or are 


still pending. 


ary, Channel Affiliate System Status 
Philadelphia 57 American STV Teleglobe Pending 
Detroit 20 None None Dismissed 
Boston 68 Blonder-Tongue BTVision Granted 7 is 
Chicago 38 Pay TV Corp. zenith Withdrawn 


Philadelphia 57 None None ' Pending 


Newark, New Jersey 


San Francisco 
Cortna,) Caine 
Milwaukee 

Los Angeles 
San Francisco 
Baltimore 

Stee boures 
Dallas 
Washington DC 
Washington DC 
Forth Worth 
Chicago 
Corunajmca.. 


Sounce ss EeG. 


Under the FCC's 
per market, and 
tions providing 


missions to the 


Altanta 
Baltimore 
Boston 
Buffalo 
Ghawvouce 
Chattanooga 
Chicago 
Cincinnati 
Cleveland 
Dallas 
Denver 


DELLOLEe 


68 
26 
Bie, 
24 
nF) 
20 
54 
24 
27 
50 
20 
ou 
44 
52 


Blonder-Tongue 
Pay TV Corp. 
Pay TV Corp. 
American STV 
American STV 
Blonder-Tongue 
Blonder-Tongue 
Blonder-Tongue 
Blonder-Tongue 
American STV 
Blonder-Tongue 
American STY 
None 

World Pay TV 


commercial programming. 


following markets: 


Hartford 
Honolulu 
Houston 
Indianapolis 
Kansas City 
Las Vegas 
Los Angeles 
Louisville 
Miami 
Milwaukee 
Minneapolis 


New Orleans 


BTVision 
SDC 
Zenith 
Teleglobe 
Teleglobe 
BTVision 
BTVision 
BTVisicn 
BTVision 
Teleglobe 
BTVision 
Teleglobe 
None 

Oak 


1970 STV rules, only one STV station 
only in markets where there are four 


This limits 
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Granted 7/72 
Hearing 
Withdrawn 
Granted 6/73 
Granted 11/74 
Hearing 

CP Deleted 
Pending 
Pending 
Pending 
Pending 
Pending 
Pending 
Pending 


is permitted 
other sta- 


STV trans- 


New York 
Norfolk 
Philadelphia 
Phoenix 
Portland, Ore. 
Sacramento 
San Antonio 
San Francisco 
St. Louis 
Seattle 

Tampa 


Washington, DC 


TAT Communications vere reluctant to talk about the operations 


ipa) 
of their system, which has been designed by Teleglobe. However, 
it is understood that it will operate on the basis of the sub- 
Scriber telephoning to a central location to order required 
viewing, the operator then activating the subscriber de-scrambler 
via a coded signal at the appropriate time. The system will 
probably operat2 under a per-programme charging system with a 


minimum monthly charge. 


Subscriber de-scrambler costs are reported to be in the area of 


$125.00 per unit, while transmitter scramblers cost $25,000.00 


plus. 


re 


MULTI-POINT DISTRIBUTION 


MDS is essentially Pay Cable to apartment complexes ie LOcds. 
urban areas. However MDS is licensed by the FCC as a common 
carrier, and does not abide by rules governing the operation 


of Pay Cable. 


MDS is a microwaved signal transmitted from a speciul antenna 
to receivers on selected apartment buildings, tren fed through 
to tenant subscribers. In some instances all tenants receive 
the Pay Channel, the cost of which is included in monthly rent. 
In most cases however, the tenant elects to subscribe for a 
separate monthly fee. In some instances MDS service is orig- 
inated within the apartment complex, the operator purchasing 


cassette tapes from conventional sources. 


The Pay Channel is leased to operators, who programme it ina 
Similar fashion, and from the same sources, as Pay Cable. As 
the Pay Channel is not covered in such instances by FCC regula- 


tion, some operators attempt to sell advertising time. 


As of June 30, 1976, 29 MDS systems were operating in apartment 
complexes (not served directly by Cable Systems) in 22 different 
markets. MDS had been offered to 133,760 apartment units and 

had been accepted by 28,260 (21.1%). The average mcenthly charge 
was $10.12, with individual rates running between $7.00 and Slee 0 Ole 


Details of each system are contained in Appendix VII. 


APPENDICES 


eye 
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ivita) 
PAY CABLE PROGRAMMING EXAMPLE 


INDEPENDENT PAY CHANNEL 


WEEK ONE 
First Runs 
The Great American Cowboy 10 plays 
The Apprenticeship of Duddy Kravits 11 plays 
Repeats 
The Eiger Sanction 4 plays 
WEEK TWO 
First Runs 
Seven Alone 8 plays 
The Iceman Cometh 6 plays 
Repeats 
The Great Waldo Pepper 5 plays 
Non-Movie 
Folies Bergere from Las Vegas l play 
WEEK THREE 


First Runs 


Bug : 8 plays 
The Longest Yard 13 plays 
Repeats 

The Little Prince 4 plays 


(continued) 


WEEK FOUR 


First Runs 


Swept Away 8 
Farewell My Lovely 43 
Repeats 

The Wind and the Lion 4 


WEEK FIVE 


First Runs 


The Maids 8 
The Towering Inferno 13 
Repeats 

French Connection II 4 


WEEK SIX 
First Runs 


Silence 8 


The Man with the Golden~ Gun 13 
Repeats 
The Day of the Locust 4 


Theta Cable 'Z' Channel, Los Angeles, Calif. 


Pay Cable Programmes July 2 - August 12,2 19765 


plays 


plays 


plays 


plays 


plays 


plays 


plays 


plays 


plays 
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36 


EA CABLI: PROGRAMMING EXAMPLE ais 
MULTIPLE CHANNEL INDEPENDENT 
PER-PROGRAMMI CHARGE. 
ONE WEEK 

General Movies 
Breakout eee (PS) 4 plays 
Shampoo $3725 12 plays 
Farewell My Lovely 52050 6 plays 
Rollerball NP Ae oil he! 5 plays 
Russian Roulette e200 7 plays 
Pardon My Blooper S23/5 7 plays 
ROckyeHorrer Picture enod $2.50 6 plays 
Longest Yard S22 75 8 plays 
Once Is Not Enough SV othe) 12 plays 
Bite the Bullet SPAT il ss. 7 plays 
Four Musketeers $2z.50 7 plays 
Lies My Father Told Me sya 8) 6 plays 
Eiger Sanction oy Are ha) 5 plays 
Kiltersb tate 21510 5 plays 
Man Who Would Be King SPIES) 5 plays 
15 movies 92508 102 plays 


l 


(average) (6.8 averacs 


Family & Children's Features 


He's My Brother LU 2 plays 
Return of the Pink Panther ; 53.00 4 plays 


Animals Are Beautiful Sde25 loeplay 


Where the Red Fern Grows 
The Scarlet Pimpernel 
Golden Voyage of Sinbad 
Mauro, The Gipsy 

Boy of Two Worlds 
Underseas Explorers 


Scramble 


10 Features 


Specials 
Freddie Prinze 


Mort Sahl 


2 Special 


Foreign Films 
Satyricon 


Swept sway 


2 Films 


Sports 
WITT. .llaworavvs. PLttisburg 


Featherweight Fight 


S150 
Slaas 
> la 
30. 5 
ese 2 
$1.00 


$0.79 


$1.40 


(average) 


$3.50 


23525 


Dee 


(average) 


52,00 


pee0) 


<4 3) i) 


(average) 


Ww 


40 


e 


2 


5) 


2 


ak 


3 


c 


oe) 


89 


Ty. by} 


plays 
play 

plays 
plays 
plays 
plays 


plays 


plays 


(4.0 average) 


plays 


plays 


plays 


(2.5 average) 


plays 


play 


plays 


average) 


90 


Lv Gc) 
PBA Rowling 51.00 1 play 
Chaiiplou mip Rodeo 51.00 Ye piay 
4 Features Sie l3 4 plays 


(averace) (l.o average) 


Adults Only 


In the Beginning $2.50 P37 plays 
Swinging Stewardesses SEA aN0) U2 plays 
Campus Swingers ou 13 plays 
Smartie Pants | wore 0 8 plays 
Intimate Playmates mee OU 9 plays 
Sintered 2,00 6 plays 
Suburban Wives S2 e050 7 plays 
7 Features S22 0n e 68 plays 


(average) (9.7 avercege) 


Totals and Averages 


40 Features 92.20 Zoe ays 


(average) (5.6 average) 


Telecinema (4 channels), Columbus, Ohio 


Programmes August 2-8, 1976 


PAY CABLE PROGRAMMING EXAMPLE 


HOME BOX OFFICE 


FIRST RUN MOVIES 
Jacques Brel 
Love and Death 
The Man Who Would Be King 
Once Is Not Enough 
The Story of Adele H 
That Hamilton Woman 


The Thief of Bagdad 


REPEAT MOVIES 
Bruce Lee and I 
Four Feathers 
Hester Street 
The Iceman Cometh 
Swept Away 
Brother, Can You Spare a Dime 
Cornbreac, Earl and Me 
The Drowning Pool 
The Longest vara 
Man and Boy 
The Man in the Glass Booth 
Murder on the Orient Express 
Reincarna:ion of Peter Proud 
Return to Macon County 


Wild bLittie Bunch 


11 


10 


plays 
plays 
plays 


plays 


plays 


plays 


plays 


plays 
plays 
plays 
plays 
plays 
plays 
plays 
plays 
play 

plays 
play 

plays 
plays 
plays 


plays 


v (b) 


FOREIGN FILMS 


L'Avventura 2 plays 
Don't Cry with Your Mouth Full > plays 
Forbidden Games 3 plays 
Hiroshima. Mon Amour 3 plays 
Wild Strawberries 4 plays 


CHILDREN'S MOVIES 


The Lone Wolf 6 plays 

Pippi in the South Seas 4 plays 

Pippi on “oard 4 plays 

The Space Explorers 1 play 

The Uncerseas Explorers 4 plays 
SPORTS 

Ladies Pro Golf Open | 2 features 

World Tea: Tennis 6 features 

North American Soccer 2 features 

Champicnship Rodeo 2 features 

Featherweight Boxing 1 feature 

Professional Bowling 7 features 
SPECIALS 

Les Folies Bergeres 1 play 

The Little Players: Jubilation '76 5 plays 

On Location: Mort Sahl 4 plays 


Freddie Prinze and Friends 1 play 


MISCELLANEOUS PROGRAMS 


The Pallisers 
The Pallisers 
The Pallisers 
The Pallisers 


The Pallisers 


Martha's Attic: 
Martha's Attic: 
Martha's Attic: 
Martha's Attic: 


Martha's Attic: 


Cartoons 


Episode 
Episode 
Episode 
Episode 


Episode 


14 
15 
16 
189) 
18 


Air, Air, Everywhere 


How to Feel Better 


I Just Can't Do Anything 


Birds of a Feather 


When You Are Scared 


Next Month on HBO 


Home Box Office Schedule 


August 1976 


10 


play 

plays 
plays 
plays 
plays 
plays 
plays 
plays 
plays 
play 

plays 


plays 


vac) 


Appendix VI 


The following is a reprint of an 

article on the Coaxial Communications 
two-way cable system in operation in 
Columbus, Ohio, which appeared in the 
February 20th, 1975 edition of Electronics 


Magazine. 


Cost barrier cracked 
In two-way cable TV 


Remote rf-actuated switch is said to solve interference problem 
and to pave the way for home services the consumer can afford; 
test tryouts included 1,000 hookups in Columbus, Ohio, vicinity 


by D. Stevens McVoy and Riche rd Reynolds, Coaxial Scientific Corp., Sarasota, Fla 


QJ Cable television equipment manufacturers a few 
years ago were rushing to develop prototype hardware 
to demonstrate a wide array of novel consumer appli- 
cations for two-way CATV. These applications included 
everything from traditional TV fare to such things as 
automatic utility meter reading, computer-assisted tu- 
toring, home shopping, and a host of other services. 
Then something put a damper on things: it was recog- 
nized that the expense of eqipping the consumer market 
with any of the home terminals then available would be 
prohibitive. Not only that, but technical problems 
caused by rf interference were plaguing experimental 
two-way transmissions. The tocal effect was to slow 
down developmental work considerably. 

Now a device patented by Coaxial Scientific Corp. 
(Csc), Sarasota, Fla., promises 10 remove these road- 
blocks. CSC’s objectives have centered around building 
a practical and low-cost home terminal system, and 
minimizing the signal intrusion coming “upstream,” 


OPERATOR'S CENTRAL OFFICE 


TELETYPE 
WRITER 


VID. O 
TAPEO 
MOVIES 


MINI 


COMPUTER 


DATA 


PROGRAM 
SWITCHER 


HEADEND 
OFF AIR 
SIGNAL 


OFF-AIR PROGRAMS 


PAY-TV PROGRAMS 
LOGGING DATA 


——— = 


COS SIGNALS 


"DOWNSTREAM" VIDEO SIGNALS (50 - 270 MHz) 


RECEIVER 


4 UPSTREAM" DATA SIGNALS (7 5 9.5 MHz) Y t 


that is, along the subscriber network to the CATV trans- 
mission center. CSC believes that both objectives have 
becn met with the development of the code operated 
switch (COS). 

The COS is a remote switcn controlled by command 
from a minicomputer located in the CATV “headend” 
transmission center. As illustrated in Fig. 1, the mini- 
computer commands any COS to open or close, thereby 
either passing or halting signals from going upstream 
from that particular network branch. Digital signals 
from home terminals through the code-operated 
switches inform the transmission center of what TV 
channel each subscriber is tuned to. The COS also en- 
ables the system to block rf interference, and it makes 
feasible a relatively inexpensive home terminal using a 
modified cable converter. 

CSC is convinced that the system described here is the 
breakthrough to successful two-way CATV (Fig. |). The 
company has conducted two years of small-scale testing 


CODE OPERATED SWITCH 
SECTION | 
* 100 10 200 HOMES 


v 


a | SUBSCRIBER 

1 HOME WITH 
A TWO WAY 
d 


TERMINAL 


FEEDER LINE 


COS SECTION 2 
100 T0 200 HOMES 


v 


cos #2 | 


pul 


cos al 
a TO QTHER 

COS 

SECTIONS 


MAIN TRUNK LINE 


1. Polling. In a pay-CATV operation, the minicomputer sends coded digital signals ‘downstream’ on a midband frequency, causing the 
code-operated switch on a network branch to close. Subscribers’ two-way terminals in that branch are then polled 


and 18 months of field operations. The latter included 
operation of 1,000 home terminals in a pay-TV system. 

In an operational system, only one COS is active at 
any one time; in effect, only one branch out of many is 
being polled at any one time (Fig. 2). All other COs 
units are in the off mode. By switching on one COS at a 
time, signal intrusion problems are greatly minimized. 

Figure 2 shows where COSs are placed in a typical 
CATV plant—generally at the output of each bridger am- 
plifier, which typically serves 100 to 200 subscribers 
hooked up along two to five miles of cable. 


How it works 


Each COS consists of band-splitting filters which sepa- 
rate the downstream (50 to 300 megahertz) frequencies 
from the upstream (5 MHz to 30 MHz) frequencies (Fig. 
3). Downstream signals pass through the COs contin- 
uously, without interruption, while the upstream fre- 
quencies are either passed or blocked as directed by the 
minicomputer. 

The cos addressor, under the control of a mini- 
computer at the operator's headend, generates a serial 
data stream that simultaneously frequency-shifts two 
crystal oscillators, one normally operating at 10.70 MHz 
and the other at 10.75 MHz. The frequency difference 
between the two oscillators for a logical 0 is 50 kilohertz 
and for a logical | is 54 kHz. Th2se two carriers are then 
upconverted to 113.40 MHz and 113.45 MHz and in- 
serted on the CATV system. 

A directional coupler on the aownstream line feeds a 
113.40-MHz bandpass filter which feeds a two-stage rf 
amplifier and mixer. The two signals of 113.4 MHz and 
113.45 MHz produce mixing products at 227 MHz and at 
50 kHz or 54 kHz. The latter product, the one of interest, 
is separated with a low-pass filter and fed into a reso- 
nant discriminator. (This product is 54 kHz or logical |, 
as mentioned above.) The output of the discriminator is 
then fed to a comparator which provides a TTL-compat- 
ible data stream to the address decoder. The address 
decoder recognizes its unique address and produces a 
logical | output when the proper code is received. 

An rf switch consisting of a unity-gain amplifier stage 
is inserted in the upstream path of the COS. This switch 
is under the control of the address decoder and allows 
upstream signals to pass through the COS when the 
proper code has been received. When the rf switch is in 
the off mode, the upstream signals are attenuated 50 
decibels. Each COS also contains an identification trans- 
mitter, located prior to the rf switch, that provides posi- 
tive identification for the minicomputer that the proper 
Cos has been enabled. 

Substantial reductions in maintenance costs and sig- 
nificant increases in system reliability now can be real- 
ized, thanks to the COS-minicomputer combination. A 
fault in the cable system, such as a loose connector or 
damaged cable sheath, is easily isolated by the mini- 
computer to one small segment of the system, where 
technical personnel can quickly correct the problem. 
Also, the cumulative effect of signal intrusion, being 
largely proportional to the amount of cable plant con- 
tributing noise, is reduced by the use of the COS to sub- 
divide the plant. In fact, the code-operated-switch ap- 


proach reduces the intrusion problem to the point 
where it is no longer a serious obstacle. 


Saving terminal costs 


Use of the COS opens the way for an inexpensive 
home terminal. A major expense in a typical inter- 
rogation-response home terminal is the rf receiver, 
decoder, and address-r scognition circuitry. But a termi- 
nal that simply reports its status, and which operates in 
the frequency-division-muitiplex mode (FDM), does not 
require this circuitry. Such a FDM terminal requires only 
a data encoder and rf transmitter circuit. Many termi- 
nals operating in the FDM mode, however, occupy too 
much bandwidth in a nonsegmented cable system. But 
the COS approach, by segmenting the CATV system into 
small areas of less than 200 terminals, makes the FDM 
method practical within those areas. 

Home terminals in each COS area are assigned unique 
rf carriers shifted 20 kHz apart. The carriers are fre- 
quency-shift-keyed (FSK) and modulated with status in- 
formation from home ‘erminals. This approach results 
in a component cost of approximately $14 per home ter- 
minal (Fig. 4). When combined with a CATV set-top con- 
verter, the total package costs only $60, and the simplic- 
ity of the terminal promises lower maintenance costs. 


What’s at the movies 


During 1973, CSC designed and manufactured 1,000 
home terminals to be used by Telecinema, the pay-TV 
operator in Columbus, Ohio. Telecinema offers first-run 
movies, without commercials or editing, on three mid- 
band channels (TV channels Letween channels 6 and 7). 
This per-program pay-television operation is unique in 
that it allows per-program billing and impulse buying 
without use of telephone orders or special tickets. Since 
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3. Inside COS. Each code-operated s sitch is essentially a band-splitting filter directing “‘downstream” signals continuously to each home 
terminal and permitting ‘‘upstream"’ return signals only when commanded by the headend computer In operation, the “downstream signals 
at 50 to 300 megahertz pass continuously, but the ‘upstream’ signals at 5 to 30 MHz only pass through the COS when commanded 
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4. Simple reply. Because the circuit board added to the home ter- 
minal does not have the rf receiver, decoder, and address-recognition 
circuitry used in other more expensive interrogation/response sys- 
tems, the cost is only about $14. 


the home terminal acts to monitor the channel position 
and status of a subscriber's set and reports these facts to 
the headend computer, it is possible to prepare a sub- 
scriber’s bill that reflects actual usage of the service. 

The home terminal modified by CSC consists of a 
standard CATV set-top converter of 26-channel capacity 
with a small board containing the control circuitry (Fig. 
5). The CSc circuit board monitors the position of the 
26-channel selector, the position of a security key on the 
front panel of the home terminal, whether the sub- 
scriber’s television receiver is on or off, and the status of 
an installation switch. 

The data transmission circuitry consists of a parallel- 
to-serial 16-bit data converter with a Manchester en- 
coder driving a frequency-shif.-keyed (FSK) modulator 
and crystal-controlled transmitter frequency-shifted ap- 
proximately 3 kHz by switching additional capacitance 
across the crystal. A clocked 4-bit counter addresses a 
data selector to provide the parallel-to-serial data con- 
version. Two of the 16 bits are used as a start-of-mes- 
sage marker, and 14 are available for data. 

To allow the subscriber to control the use of pay-tele- 
vision service, a security key is provided on the home 
terminal front panel and before pay-TV channels can be 
viewed, this key switch must be on. All other TV chan- 
nels are available to the viewer in either position of the 
security key. 

The primary winding of a current sense transformer 
is in series with one side of the ac convenience electrical 
outlet serving the subscriber's TV set. The secondary 
winding drives a threshold detector, thereby providing 
indication of whether the TV set is in use. 

To effect Manchester encoding of the serial data, the 
output of the data selector and the clock output are the 
inputs to an exclusive-OR gate. Because the serial mes- 
sage is continously transmitted, a message marker is 


necessary to distinguish the beginning of the message. 
The marker is generated by defeating Manchester en- 
coding during the first data period, cancelling out clock 
transitions for that period. To continue the marker pe- 
riod without transition for anothe: half period, the next 
bit is set to logic 0. This provides a minimum of one and 
a half periods without transition and provides the first 
transition for data sampling. 


A successful operation 


When the subscriber wishes to watch one of the mov- 
ies, he simply turns on the security key on the terminal 
and tunes one of the pay channels. At the end of each 
month, the subscriber receives an invoice similar to a 
long-distance telephone bill itemizing his charges for 
the movies viewed during the month. 

The results of this 18-month test in Columbus dem- 
onstrates that the technology is reliable. Subscribers 
have accepted the service enthusiastically, paying an av- 
erage of $7 per month for first-run movies. This revenue 
is sufficient to provide an excellent .eturn on investment 
to the pay-television operatcr, and as a result Tele- 
cinema’s parent company, Cablenet International 
Corp., is planning to expand from the 1,000-subscriber 
test system to the installation of approximately 10,000 
home terminals, and is presently seeking the financing 
to do so. 

Cablenet looks beyond the present movie offering to 
the introduction of live sports events, special cultural 
shows, and other special-interest programing. Experi- 
mentation has already begun with sports and children’s 
programs produced by Home Box Office, and addi- 
tional programing will be introduced in the near future. 

Using the terminals, Cablenet in ends to experiment 
with education pay television, ‘ncluding college-level in- 
struction for credit, vocational education, and home 
self-improvement programing such as speed reading. 
The operator expects that the additional programing to 
be offered in the future will substantially increase the 
average revenue per home from the present $7 level to 
$12 a month or more. Since there are few hardware or 
operating costs associated with providing this additional 
programing, most of the increased revenue will go di- 
rectly toward profits for the pay-TV >perator. 


Other applications 


The establishment of a large-sca!> network of home 
terminals for per-program pay: television service is only 
the beginning. Additional data capacity is available in 
the CSC home terminal so that various other input de- 
vices such as intrusion and fire alarms can be connected 
at little cost, simply by attaching leads to the circuit 
board inside. Keyboards for opinion polling, home 
shopping, and computerized data retrieval are other 
possibilities—again with only a small amount of hard- 
ware. Remote reading of electric and water meters is 
also economically feasible. Becau.ie the incremental 
hardware cost for adding these services is small, low ser- 
vice charges would be sufficient to support them. And 
since a large number of terminals will be available in 
Columbus, the establishment of a profitable business 
providing one or more of these services is feasible. 


Cable TV specs 


A CATV system is based on a high-integrity network of 
trunk amplifiers and trunk cable coming from the oper- 
ator's headend transmission center. The trunk is de- 
signed to deliver signals to bridger amplifier areas with 
a minimum of degradation. Bridger amplifiers tap sig- 
nals from the trunk for use in the bridger service area 
comprising about 100-200 subscribers connected by 
two to five miles of feeder cable. 

Feeder amplifiers in turn maintain signal levels 
within the feeder network. The feeder cable system 
delivers signals to tap-offs located near subscribers’ 
homes. From these tap-offs, signals are routed to 
home Tv receivers on RG type coaxial cables (drops) 
usually shorter than 150 feet. The tap off takes enough 
signal from the feeder cable to serve four homes 

frunk cables are of larger diameter (0.750 inch) 
aluminum solid sheath for lower attenuation than 
feeder cable (0.500 inch). Economy dictates smaller 
cables for the feeder 

Signals flowing in the downstream direction, from 
the headend to subscribers, use the vhf band from 50 
megahertz to 300 MHz; signals in the upstream direc- 
tion, from subscribers back to headend, use the sub- 
band from 5 MHz to 30 MHz. Amplifiers in two-way 
systems actually use an amplifier for each direction 
with band splitting/combining filters, as shown in the 
illustration. 
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The CSc home-terminal sysiem, not limited solely to 
cable television systems, can handle a variety of tasks in 
any broadband coaxial network. A variation of the CSC 
terminal system is presently being developed for use in 
motels, for example. The system consists of a home ter- 
minal similar to the one in the Columbus CATV system, 
but considerably simplified and offering fewer television 
channels. Microprocessor-tased systems are under de- 
velopment to allow the installation of a complete pay- 
television system inside small and medium-sized motels 
and hotels. In addition to providing pay-television ser- 
vices, the terminal can also communicate room status, 
maid request, and television theft attempt. A stand- 
alone microcomputer terminal at the hotel desk con- 
nected to the room terminals will provide this informa- 
tion on a printout machine. Development is well along, 
with test installation anticipated early this year. 

The CSC system has educational applications, too. In 
one situation, using a school’s master-antenna TV 


5. Alteration. By inserting a 2'4-by-4'4-1n 
circuit board (top) into a standard cable 
converter, the operator is able to obtain two- 
way communication via a frequency-shift- 
keyed transmitter and data selector designed 
into the adapter board 


(MATV) system, students have a small terminal 
equipped with a row of push buttons and an “enter” 
key. The instructor may use this arrangement to admin- 
ister multiple-choice tests for grading purposes or for 
judging student comprehension of his lectures, and get 
an immediate computer printout of the students’ re- 
sponses. (The same technique can be used for opinion 
polling of subscribers over a CATV system.) 

Television viewing surveys are possible with the CSC 
terminal, since it monitors the use of all the television 
channels available to subscribers. In the Columbus sys- 
tem, the computer generates a report every 15 minutes 
indicating the percentage of TV ..ets tuned to each of the 
television channels at that time. However, for a future 
audience appraisal plan, the CSC system can provide 
much more detailed and reliabie viewing information 
than the present methods o- testing over-the-air viewing 
because of the much higher percentage of homes sam- 


pled at more frequent intervals by the cable network. 
The interactive TV system is also useful in industrial, 
hospital, and business office applications where very 
inexpensive data-entry terminals are required. CSC ter- 
minals combined with a smal. television monitor, for in- 
stance, could provide a complete interactive data link 
with a local minicomp»ter for inventory control or ac- 
counting purposes. Since the terminal costs would be in 
the $100-$200 range, units could be available at many 
locations. oO 
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M. Guy Lefebvre, 
Secretary-General, 
CrelGe 


100 Metcalfe Street, 


Ottawa, Ontario 


Dear M. Lefebvre; 


Enclosed please find a summary statement of the Council of Canadian Filmmakers' 


submission on PAY-TV. 


We apologize for the fact that this submission is incomplete and request permissio1 
to forward to you our full submission, including research data, survey studies, 


and bibliography, within the week. 


Yours truly, 


LYUWALA Vp TPS RAC 
Sandra Gathercole 


Chairperson 
Chairperson 
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a) 


A) BACKGROUND 


1) 


2) 


On June 2, 1976, the Hon. Jeanne Sauve, Minister of Communications, 
reversed the December, 1975,decision of the CRTC to postpone the 


introduction of PAY-TV service in Canada. 


The Council of Canadian Filmmakers acknowledges the validity of the 
concern which caused such a dramatic policy reversal and fully ecndors- 
es the necessity of Federal jurisdiction over this fourth phase of 
broadcasting in Canada. However, we believe that the decision was 
taken as a result of forces which are essentially external to the 
needs of the Canadian audience and the ene ae eee production 


industry. 


We are, therefore, concerned that these pressures will propel us for- 
ward at a rate which invites disaster by disallowing such safeguards 
as public hearings, and which will not ultimately serve the intcrests 


of the audience or the production industry. 


We believe that PAY-TV is of no intrinsic appeal nor benefit to either 
the Canadian consumer or the Canadian producer, and that it possesses 
equal potential for good or ill. Whether it bedetite or defeats our 
broadcasting and production goals will be entirely determined by the 
design of the system. We therefore believe that the structure should 
take precedence over the concept. Unless a PAY-TV system can be care- 
fully structured for the benefit of this country, its consumers, broad- 
casting system, and program producers, we do not believe that PAY-TV 


should be introduced into Canada. 


We therefore believe that public hearings on this matter of massive 


national significance must be held by the CRTC, and that those hearings must 


examine the primary question: '" Why PAY-TV? ". We find the present answers to 


that question inadequate in themselves to justify the introduction of PAY-TV. 


Further, we belicve that PAY-TV must be considered in the context of our 
existing delivery systems and their occupation by foreign programming. 

The present state of those systems is a national disgrace. 96% of films in 

our commercial theatres are foreign. 60-80% of our educational films purchased 
by the school systems are foreign. 66% of our television viewing time is 
devoted to foreign programs. 93% of commercial theatrical ‘ilm rentals are 


paid to foreign corporations. 


If PAY-IV is to become another ‘statistic in that list, it wid @ represent a 
larger threat, and a bigger mistake, than any of our previous decisions which 
have gone to create the present situation. And it will represent a basic 
mistake in judgement which cannot be attributed to ignorance given our past 


experience. 


Most of our problems stem from the fact that we have historically rented out 


our main arenas and then found ourselves locked out of distribution/exhibition 
systems which were functioning to serve American rather than Canadian production. 
PAY-TV is our last main arena. It cannot be rented out at any price. If PAY-TV 


functions as an American movie channel, with the marginal economic benefit and 


major cultural erosion which such a system implies, 15% of anything will not 


compensate as a rental fee. 


The cosmetic imposition of a PAY-TV system over the existing problems of our 
theatrical, cable and off air systems, will solve very little unless it is 


designed to redress the current situation. It is not enough that it not do 


further damage to those systems: it must function to correct the damage already 
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done, or it must be postponed until such time as the basic system has been 


improved by other means. 


Note "OL the Specitiic models for VAY>+1V Which we are awire of can claim to serve 
the above requirement. Indeed, most appear to us to have more potential to 


compound, than cure,our ills. 


For these reasons, this submission will propose an alternative model for the 


introduction of PAY-TV in Canada. The main functions of this model are to: 


~ provide a premium television service to the 
Canadian audience without disrupting or 


damaging the existing broadcasting system 


- fund a quantum leap in independent Canidian 


production 


~- provide a guaranteed market access for such 


production 


We believe that tais is the optimum model for meeting the massive needs of the 
program production industry, given the political, cultural and economic realities 


fone be STEEN eTepa),, 


Our proposal consists of two phases. Phase one is proposed as an introductory 
phase to operate for the initial five year period of operation. Phase one involves 
no new hurdware and reduees start up,coststo those of transmission. ft! awiximizes 
use of existing facilities and eliminates most of the cests usually associated 
with the introduction of PAY-TV service. Phase two is an open access pay per 


program system which can coexist with phase one, or replace it, depending, upon 


our broadcasting needs and capabilities in five years ttine. 


B) PREMISES OF PAY-TELEVISTON 


1. The optimum pay-television system for Canada must achieve the following 
four goals: 


a. Pay-TV must increase access to the incdium for Canadian groups and 


individuals who are presently denied such access because of the 
pressures which vertical integration of the television structure 

and mass audience programming create. This problem is not only acute 
for independent program producers, but also for such national in- 


stitutions as the Stratford Festival or the National Film Board. 


b. Pay-TV must increase the variety of programming available to the 


viewer by using the subscriber-supported economic base to allow 
minority interest programming to find its audience. Pay-TV must not 
be dominated by the lowest common denominator programming pressures 
which advertiser-supported television foster. Unfortunately, these 
pressures are present even on the quasi-public network which the 


CBC has become. 


c. Pay-TV must increase revenue to the Canadian program production 


industry (public o- private). High quality programs must be developed 

on a regular basis. The existing vertically-integrated television 

system is underfinanced and has not developed an ecouomic base strong 
enough to create an internationally competitive program production industry. 
While Canada cannot produce huge quantities of expensive quality pro- 
duction, it is a national disgrace that we have produced so little. We 


have exported our 1aw talent rather than our finished programs. Only 


money can solve this problem- and lots of it over a long period of time. 
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d. Pay-TV must not only avoid increasing the cultural alienation of 


our broadcasting system through overwhelming dependence on foreign 


production, but it must begin the overdue process of repatriation 


of Canadian television. We simply cannot afford the cultural price 
of yet another distribution outlet for American material (not to 


mention the ecoromic price). Basically, pay-tv must be a dis- 


tribution system for Canadian material. 


2. With these four objectives in mind, the ideal pay-tv system for Canada 
would be a universal common carrier pay-per-program mandatory Canadian 
content service. Such a service would accentuate the fundamental economic 
difference between mass audience advertiser-supported television and 
minority audience subscriber-supported television. It would also accentuate 
the differnce between minimum access national network television which 
presently exists and open access national network television which creates 


broad uncharted possibilities. 


However, such a system has practical problems which mitigate against its 


immediate implementation: 


a. At present there is neither the program production base nor the backlog 
of suitable Canadian material to meet American competition for the 
consumer's relatively inelastic entertainment dollar. Therefore, without 
an extremely high Canadian content quota, pay per program would be a 
bonanza for Americin movies and Canadian production would have great 


difficulty getting off the ground.Time and money are needed- pay per 


program may not provide either. 


b. The technology required to provide the necessary security, metering, 


and billing for a pay-per-program system is both expensive and dmmature. 
It would be foolish to commit the future development of the Canadian 
market on untried hardware at this point in time. The technology is 
evolving and becoming less expensive. The first universally feasible 
system is probably one or two generations and four or five years away- 
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c. We may discover that pay-tv may not survive the competition from a 
combination videodisk/wall screen/lending library. We should not 
commit to any technology since obsolesence of concept as well as design 


is a distinct possibility. 


3. We have put our limited resources into the hardware and let the Americans 
do our program prouction for us. We have spent millions to extend coverage 
by satellite so that every Canadian can get American programming. We have 
the largest and best cable system in the world- so we can all watch American 
channels (as if Canadian channels don't carry enough U.S. programs). What 
docs this first rate hardware deliver? Second-rate Canadian programs. We 
hear people claim a small country can do no better, but we can always afford 
the best hardware. We must reverse this historic Canadian f .olishness. We 
can no longer afford not to have competitive quality Canadian programs—- at 


least some of the time. 


Pay-TV must be part of the solution to the program production difficulty 


and not part of the problem. We believe that pay-tv can help solve this 


problem if it is developed in a phased approach. The first phase must 


solve our basic programming problem and help develop the production capacity 


needed to cope with the potential of the second phase. 


Pay-TV must therefcre minimize the technological investment and maximize 

the software investment by making flexible use of existing. technical, facilities 
and weighting every aspect of the system towards program production. High 
quality Canadian programs are not a gaudy frill, they are a national necessity 
if culturally, economicaliy, and politically distinct Canada is to survive 

the 20th century which Sir Wilfred Laurier bequeathed to us. That inheritance 
has been squandered. Pay-TV must be part of a larger process which is nothing 
less than recapturing our future. We believe Pay-TV can do this if our inodel 


is followed. 


C) PHASE I MODEL 


ils Whrsiwwesesei mandatory cable subscription 


a. Every cable subscriber in the country would receive the pay-tv channel 
as part of the basic cable service. The pay-tv channel would replace 
an American channel presently available on the basic 12-channel VHF 
service where necessary. The U.S. channel would be moved to the mid--band 


and would be available with a converter. 


b. Essentially this means that there is no technological investment except 
the cost of national distribution. The "black box" is not needed because 
everyone with cable gets the service. This also means that a substantial 
revenue is assured, Penetration is a simple 100% of cable subscribers. This 


means that the American channels being distributed by cable are being taxed 


indirectly to support Canadian production. If Canadians want American channels 


badly enough, they will pay into a production fund for Canadian programs. 


Cable has been the cause of substantial cconomic and cultural dawaye with- 
out being the cause of recovery. Pay-TV will have one basic purpose with 


this model- the creation and dissemination of high quality Canadian programs. 


c. Cable rates would be increased by $3.00 per subscriber / month. Some 
subscribers will choose to disconnect and other will choose to connect. 
Assuming pay-tv commences in 1978, we assume that subscribers in Saskatchewan, 
Prince Edward Island, and Newfoundland added to incremental increases 
elsewhere will provide a solid base of 3,000,000. This is a deliberately 
conservative estimate to allow for substantial disconnects caused by 
the rate increase. We believe that Ameer’: majority of subscribers will 
choose to pay rather than go without their American channels. Thus, 
the pay-tv system will have $108,000,000 annual income without hardware 
costs (except for national transmission of the signal). The rates could 
be raised six months prior to the commencement of service to provide 


start-up money. 


2. Public sector control 
a. Program development and qecute trans national marketing and promotion, and 
program distribution would be undertaken by a federal crown corporaticn 
which we will call the Canadian Pay Television Network. This corporation 
will develop programming which it will provide to the cable company head 
end for local distribution. It wil] collect the subscribers fee from the 


cable company (less fees paid to the cable company for serviccs- see below) 


‘and purchase or invest in programming. It will not produce programming 


in-house or build facilities for that purpose. Existing crown corporations 


have vested interests and bureaucracies which a new organization avoids. 


The development and maintenance of this system simply cannot be cnt rusted 


to private enterprise- especially since it is a monopoly system. 


b. The Canadian Pay Television Network Corporation will provide national 
distribution of the signal. This means using the satellite as the 
backbone of the system with microwave connection and possibly multipoint 
distribution sys:em to reduce earth stations to a minimum. Costs are 


imprecise, but such a distribution system could easily be supported for 


$12,000,000 annually. 


c. The corporation would also provide national media promotion and the 
viewer's television guide. The organization should be divided into two 
language yroups perhaps along the lines of CBC/Radio Canada. It should 
also have regional offices with autonomy to commission a percentage of 
the total budget. These offices could be in Vancouver, ‘‘oronto, and Montreal 
(French), and possibly Winnipeg and Halifax. If a project is rejected in one 
repional office office, it could be accepted in another. There must be 
a tradeoff between regional autonomy and centralized mass, buf at the 
minimum there should be three offices with general budget autonomy Lo 


avoid giving one person or one group too much control. 


3. Private sector production and local distribution 
a. The CPTN would invest in programming from any available Canadian source. This 


would be done to a certain amount in conjunction with the CFDC and other 


groups. The private production community would get preference, but public 
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agencies such as the NFB would certainly not be excluded. 


b. Fach cable company in the country would get the signal. It is possible that 
some systems would be too small or remote to justify interconnection. They 
could be supplied on a bicycled tape basis which would r2move them from 
live event propramming. However, we believe that if the cost of earth 
stations are spread over the entire system, then every system should be 
connected. As of August 31, 1975, 44.5% of all TV households in Canada 
subscribed to cable television. In areas capable of getting cable, 
penetration was 7?%. This was approximately the same percentage of 
coverage when CTV went on the air. As unlicensed areas ave added to the 
cable grid, over half od all households will soon be connected. We believe 
that universal access to pay-tv will have to wait until Phase II. Basically, 
the cable companies would function as common carriers and they would lease 
their services which would include billing and maintenance. They would 


invest in the siting of the ground station in return for a consideration. 


The ground station itself would be leased and serviced by Telesat. 


Revenue breakdown 
a. Over one half of the gross annual revenue from this pay-tv system would 
be spent on Canadian program production. This is over $50,000,000. Here 
is how it is done: 
12Z- national transmission expenses 
Approximately 36¢ (out of $3.00 monthly) would allow $12,000,000 to be spent 
on the satellite, microwave system. This includes two transponders at $4,000,000; € 


200 earth stations at $19,000 leased each for $3,800,000; three sending stations 


at $300,000 each (Montreal, Toronto, Vancouver); plus microwave interconnect 
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at an average cost of $750 per year/mile; and equipment and staff. 


10%- local cable services 

Approximately 30¢/mo. will be paid to the cable operator to cover his 
increased service/administration costs with a margin for profit. 

3%- Canadian Pay Television Network Corp, 

Approximatley 9¢/mo. to cover overhead and promotion and marketing 


expenses for the entire system. The CFDC runs on an overhead under $500,000 


annually. 


The network should program 8 hours daily in each language with substantial 
repeat progranming and subbed programming. Each languaye network would 
schedule 2,912 hours/yr. with approximately 1,000 hours of new programs. This 
means approximately $30,000,000 to buy 2,000 hours of programming per year 
(counting 1,000 hours for the English network and the same for the Prench). 
This breaks down to about $15,000 perv hour. This would b2 a low figure except 
for the Canadian program production fund below. 


45%- program production fund _ 


This fund would be divided into two parts. Approximately 30% of the gross 

revenue or $30,000,000 would be wade available for feature film investment 

(to be recouped only when the film reaches a profit position). The objective 

would be 26 latye budget films annually. This fund would invest in project 

development in conjunction with the CFDC. If a projectrequired a substantial sum, 
it would be possible to make the film through pay-tv. 

The second part of the sum ($15,000,000) would be advanced for non-feature 

production ineluding co-production funds for commercial television (CIV or CBC) 

to be broadcast of f-air. The purpose of this fund would be to improve the 


quality of Canadian television. This fund could be tied to programs which 
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are produced by the independent program production industry. Pay-IV Network 


would benefit from possible international sales as a co-investor or possibly 


repeats. 


With our assumption of 3,000,000 subscribers at $3.00 per month, the total 
annual income for pay-tv is $108,000,000. The above figures assume an annual 
revenue of $100,000,000. Thus total annual allocation for program acquisition 
and production is $75,000,000. Canadian content should not fatl below 60% 

and should attempt to reach 80%. The CRTC should insist that programs from 
any one country should not exceed 15% of time aired and Canadian content in 
prime time should be at least 80%. The Bureau of Management Consulting report 
on the film industry estimated that total film and video production for 
Canada (tv and non-tv) was $150,000,000. Everyone aprecs that Canadian 
program production is underfinanced. Pay-tv investment of $60,000,000 

would make an incredible difference (assuming that half of the $30.000.000 
for program acquisition is spent on foreign material- actually only one third 
should be spent ir this area- but foreign blockbusters will be necessary 


on a once a week basis to maintain program variety). 


1. Pay per program 


a. 


We assume that for a period of five years Phase I will be sufficient. At 
the point when the cost of pay per program technology had declined and its € 
efficiency had increased, we think Phase II should bogin. This channel could 


occur in place of or next to Phase I. 


Phase II would be delivered both by cable and off-air to allow universal 


access (both by program producers and viewers). It would be tied into 
a cable system which would offer many other services. Phase II would definitely 
be a step toward the wired city. However, that step would be taken with a 


program production industry which is fully functional. 


At this point a truly Canadian channel might not be considered an impossibility, 


nor might demand programming, not anything else. We have seen the future 


and it might just work. We simply must approach with daring. 
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E) CONCLUSION € 


1) We submit that the above model for the introduction of PAY-TV would provide 
a supplemeni:ary, ard complementary, national network offering a rich mix of 
alternative programming for minority as well as mass audiences. We belicve 
that the net effect on cable Operators, off air broadcasters, audicnces, and 
the prograin production industry would be positive and that the System has the 
potential to reverse most, if not all, of the drains which now exist on the 


production industry. 


2) The benefits directly provided to production, and indirectly provided to other 


sectors,are indisputable: 


- it would make an asset of the fact that Canada is the most cabled country 

in the world by utilizing that existing technology 

- it would create the secure financial base, and guaranteed market,necessary 
to support the development of a viable production industry 

- because of the low cost and ditiicuLtyeor disconnection, it would reduce 
nude once demand for American programming and permit the establishment of 
truly diverse broadcasting alternative with high Canadian content 

- it would wean movie audiences away from the commerciat theatres, where all 
revenues go to foreign companies, and onto a system where all revenues ue) 
to Canadian productien 

~ it would overnight turn Canada into a net importer of fi.m talent and reverse 
the historical flow of our best talent out of the country 

- because of the massive infusion of production funds from a stable and guaranteed € 


Source, it would create a temporary "hothouse" environment for Canadian prod- 


uction which would allow it to recuperate from its present emaciated state 


and prepare the expertise and material on which the success or failure of 9 
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With the advent of new technologies, a pay per program system of PAY-TV is 

likely to be eventually inevitable. In its present state, the Canadian program 
production industry would be severely disadvantaged, if not obliterated, in 

such a competitive situation. It appears that the video disc, among other factors, 
would prevent protection via Canadian content regulations once a pay per program 
system was in operation. It therefore would seem that the mest appropriate response 


to PAY-TV in Canada at the present time, would be te prepare ourselves to compete. 


We believe that the system for the introduction of PAY-TV here proposed has the 
components with which we can do just that. In addition to its immediate advantages 


for the audience and the production industry, this model will develop: 


- an audience appetite for good Canadian productions, and acceptance 


of such production as equal or superior to foreign production 


~ a production industry which is strong enough, rich enough, and 
expe ienced enough to have a reasonable chance of success in any 


competition for viewers 


The CRIC “asked, “in its position paper tor the June, 1975, hearings: om PAY=IV: 


"Can a (PAY-TV) service be developed, devoid of commercial 
content and without interruption of program material, which 
will be of sufficient interest to the public to be market- 
able and financially sound, and at the same time provide a 
new impetus to the growth of the Canadian program production 


industries. —. 


The Council of Canadian Filmmakers submits that the answer is yes. 


ae 
S at Reeu par 


Stuart Marwick 
17 St. Andrew's Gardens 
Ore es, Toe Toronto, Ontario M4W 2C9 


September 30, 1976 


The Canadian Radio-Television and 


Telecommunications Commission COMMENT 
100 Metcalfe Street mm AAARERTAIQE 
OTTAWA, Ontario COMMENTAIRE 


Submission: STRUCTURE OF PAY-TV FOR CANADA 


Commissioners of the CRTC: 


The Commission has called for submissions on the form and function 
of an organization to deal with Pay-TV in’ Canada. This request suggests 


an assumption of inevitability on the part of the Commission which I 
challenge. 


However, uncertain though I may be that this prospective innovation 
is needed by Canadians at all, I do have certain views on the suitable 


parameters for any system which might one day come into existence. I place 
these on the record as follows: 


1. Any structure should be a 100% independent public agency. 


2. Any Pay-TV system should have majority Canadian content in its 
programming. 


3. Any Pay-TV system should enhance local and regional production 
to a considerable degree. 


4. Any nation-wide Pay-IV system should return no less than two- 
thirds of its gross revenue to Canadian production. 


5. Any Pay-TV system should not require more than one-third of its 
gross revenue for system technology and administration. 


6. Any nation-wide system which does not offer a minimum of $50 million 
per year to Canadian production is not worthwhile. 

7. Any Pay-TV system should be sufficiently flexible to permit rapid 
adoption of other innovations and services as they come on stream 
and are deemed by Canadians to be desirable. 


8. The bottom line rationale for the introduction of any Pay-TV system 


should be that the quality of Canadian programming will be increased, 
as well as the quantity. 


Having indicated the foregoing, let me provide an unmistakeable statement 
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of what I am opposed to vis-a-vis Pay-TV: I am 100% opposed to any 
structure for Pay-TV which would further consolidate the financial grip 

of a few monopolistic media barons on Canada's communication systems. 

I have in mind, specifically, the consortium behind the cable industry- 
backed proposal which has been much discussed all this past summer. 

The record of such private interests with regard to quality broadcasting 
which serves public and social purposes is abysmal. The record of the 
cable industry with regard to serving community objectives through its 
facilities is equally abysmal. Taking into account the huge profits 
reaped by the proprietors of such concentrations of media and delivery 
systems, the situation is abominable. The thought that Pay-TV could 
become a reality along the lines proposed by members of the cable 

industry is untenable, undesirable and unacceptable. The public interest 
should predominate to the exclusion of low-grade commercial schlock-merchants. 


I have a particular proposal to put to the CRIC which I have not heard 
expressed by any participant in the many discussions I have organized, 
chaired or otherwise been involved with during the past two months. This 
notion confronts the oft-repeated assertion that it is only the private 
sector which has the know-how and financial ability to generate the "huge" 
capital investment required to get a Pay-TV system off the ground. 


The principal cable-industry-promoted proposal for Pay-TV assumes that 
capital cost of the necessary decoder technology would be debt-financed by 
the organizers of the network. It is’ further assumed that security is a 
problem in that the decoder units may be stolen or otherwise disappear. 
Finally, it is assumed (for public consumption, at least) that the decoders, 
installed, would cost about $150.00 each. A million-subscriber system would 
thus require $150 million capital investment, by this reasoning, with a 
sizeable shrinkage/loss factor besides. 


Other sources indicate that decoder costs might more accurately be 
pegged around $10.00 or so but, for purposes of illustration, let us use 
a figure of $20.00 per unit. Let the prospective Pay-TV subscriber lend 
the system this money as a deposit to be refunded when the decoder is 
returned. On this principle, even $150.00 could be 'loaned' to the system, 
(with suitable adjustments for opportunity cost to the depositer) by each 
subscriber...involving an investment certain to be far less than that already 
tied up in equipment in the form of receivers. Thus, debt-service is 
virtually eliminated as a cost to the system. Organized on this basis, the 
question of excess profits after the initial capitalization has been 
liquidated (a situation, incidentally, never referred to by the cable 
industry spokesmen) does not even arise. 


With the capital investment/risk argument eliminated, we can posit 
a Pay-TV system which, charging only $5.00 per month on a pay-per-channel 
basis, would still generate (in a million-subscriber system) a gross of 
$60 million, of which most could be ploughed directly into programming. 


Such a proposal, if acted upon, would tend to enhance a pay-per~programme 
approach which could be accessed by any producing organization since the 
rationale for pay-per-channel (reduction of risk) is eliminated. I tend to 
favour the pay-per-programme approach if it results in more involvement by 
independent organizations of all kinds --- theatrical, sports, community, 
educational, etc. 
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Major questions concerning the structure of any Pay-TV system remain 
unanswered and, for the moment at least, unanswerable. These questions 
include whether or not pay-per-channel is a better basis for the system 
than pay-per-programme; how to ensure a sensible apportionment of local 
and national programming on Pay-TV; how many channels, anyway; possible 
effects on off-air broadcasting (probably bad); and many more. 


All such questions seem to me to argue for a pilot experiment to be 
conducted before any large-system decisions might be made. 


Finally, although not called for by the CRITIC, I wish to comment on 
the decision-making process itself which is to determine the outcome of 
this situation. I am already on record with the Minister of Communications 
as desiring (along with over 200 other organizations across the country) 
an extension of the timetable for decision and as requiring public hearings 
before the CRIC as an aspect of the process. These, I wish to state here, 
are merely my minimum requirements in connection with the rendering of any 
decision on the structure of Pay-TV for Canada. 


Though I question that it is desirable in any way to move toward 
television which is not 'free' for all Canadian, it is true that Pay-TV 
as a prospective innovation offers us the possibility of designing this 
particular future from scratch. There is no structure presently in 
place which must be 'protected' from that sort of compromise which 
favours the public interest. However, the planning of an innovative 
system in the public interest is beyond the capabilities of the existing 
decision-making process of which the CRIC is itself a part. The present 
machinery, quite frankly, is inadequate in that it is essentially covert, 
unchallengeable, non-participatory, unappealable in legal terms and, quite 
demonstrably, can too easily be circumvented altogether, inadequate though 
it may be. This has been demonstrated by the actions of the present 
Minister of Communications who proposes to make the final decision regarding 
Pay-TV without public hearings at all. I am horrified that a Minister of 
the Crown should seek to sidestep the only process we have which offers 
any opportunity for public input...even though there is virtually no 
opportunity for public debate, public scrutiny of the decision-making 
process, involvement of the public in decision-making or appeal in the 
courts against regulatory decision when the basis of decision is held secret. 


While I recognize that the CRTC has frequently been on the side of the 
angels in the regulation of Canadian broadcasting the fact is that the 
track record of licence cancellations and upgrading of Canadian production 
with corresponding reduction of American programming is not terrific. 
Much of what you do goes on in secret and I object to that. I have 
only to turn on my radio or television to be subjected to mindless, banal 
tasteless commercial programming to confirm my view that the decision-making 
process is not working if its purpose be to ensure that the airwaves are, 
indeed, public property and that social ends shall be served. 


Yours truly Member: Board of Directors; 


<<" : pe LF ipoea lye Canadian Institute on Public Affair 
Ze Vipentrn, b fe ——tanadian Broadcasting League 


Sretisherce Wlshe alls Assistant Professor, York University 


i ae’ 
ied ' 
: - U par 
ay 
nite « oetese Weg? etd Sin Peicoee 
i 1949e ge GA Tee nother 


oo 


ae 


: 


reat fe ' tw) a a ‘i cy te oe are gore 7 7 
; ] resus 4 oll rc impute yk 
(qe. bi oe tas BO ; 
act ise Mel ae “ene a) gp 
: - 
nt © 3 One SO eT ae pear? a - 
ing ad asian nasil sae 7 
" ?. . 
i) 276 oer het ri a) Label aniZ Sadtiok CaN oe’ 
tec iwoute selt orl sc eisheb). Gi. wate rYadeed 
hte (eRe "a tou oles pile bon) ‘t fe eb - 
(Udi > We, eves =a ae Sean eee 


on wes ‘< Naren 22 tire nip Hotlecs ’ ane & 

_ . oe 2a arth: =! , 
ie biva | tiv ootdaeecse fb efipoeegivea 
HHL? TOE a i ith 


oa 
tat Vis Se ise rewn ae p) 4s: eae 
Pood saa Bence aes aaa atiita’ nl i 
j ‘fkdinsey “ets ah hindie aren ar 
aon Syoeitiy yo i Saran ott ie atts 0 Tc) 
} ‘yr, Sa Sots Serts Beet. thy 74 er” oe 
iT) CTS aD ere aire . Perea 
; t 46 deiga>oyeqaa Bay Secvedhe 4s jen 
ar rec 1.4270 Aa, D8) othe Vie 
u35 ile xa ici) ah Stephene Wi ee 
‘7 f « st ay PO Le SIE AS a si + 
be geudle Aadeemens an) ad Brees 
55° si WS ean faooes i ¥ | bess Jae ni® Wiest 
33) y zee ti ae 1k Lom |: Sh a SSROUL 1c cA aWwalgan 
Ls ae CF St? 1A ro ote 7 aah Je "ey lage 
Ars) te Solio OSc sw Annee ya tame ee an meg 


ve 
ow 
fees 
Co 
2 
~ 
~ 
+ 


nee i) 8 etd ear asvs ° rials Pfu Gh 
ant “nae iM Sass 2s a6 eee T-] (DEL, IR vfottady wis Anes Bie 
St | Se ie "! eS Hutt ts nt Se. nme 1/4 ia a A aa oF} hee. Oy ) 
aoe we ssh ey, a nedy Aa eae gt a dies tad vhs F 


ts 4 


of: Neva yl Neate aut 4 ea Wye ale ja toisod 4 ee 


ne - jab oe + mS 6 ed in J og oun 
ae ; rie ig pide 2 fit. “Tipe en yidsoniies « a? 


rete ‘ele = ti vi " esis 0 ae gt a. 7 
BYaiT “t seas a) TY tas i dor 5) > op brite 
vee” Weed B whey ba vine pe el % pote eal oy ‘aa 
i? ta ‘ 


o] 4antovely ae Lt. {09 oF ee 

a ee ee m 3 Wet) a thee ae i Benda iy 

: . Wee PS es aes = akin te z ae 
¢o 8 4 : i; ¥ ¥ 


Ae > — 


3A of fie Stas TS) ante, ‘venga? 
eve ‘Sn >in maven Seal 
viletyvin ‘9 Bone ~ent toneals 


le é 
.. # 
= » 


oa 
ane 
he - 


ee - 


Berar 
4 tah 
{ tt 
EVA ARDS 


ASSOCIATION DES REALISATEURS DE FILMS DU QUEBEC 4 
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3466 St-Denis, Montréal Qué 844-2457 A’ eh 


30 Septembre 1976 


COMMENT 
COMMENTAIRE 
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Received — Recy 
XeCutive ASsistane's , 


Suc 
Monsieur Boyle, président ICTS (steep ies 
au Conseil de 1a Radio-Télévision i aoe 
Canadienne OCT 2 yo7¢ 
100 rue Metctafe 
Ottawa, Ontario CRT 

eae ats 


Cher monsieur. 


L'Association des réalisateurs de films du Québec vous 
fait parvenir sous ce pli sa prise de position sur le sujet de la 
télévision 4 péage. Vous constaterez qu'elle ne contient qu'une seule 
véritable recommandation demandant au CRTC d'en retarder 1'avénement. 


Le dossier de la télévision a péage est trop complexe 
et délicat pour qu'on ne fasse preuve d'une extréme prudence et 
d'une extréme sagesse. Le milieu du cinéma et le public québécois, 
d'autre part, n'ont pas encore eu la possibilité de se familiariser 
vraiment avec ce dossier. 


Nous avons, a 1'A.R.F.Q., commencé a établir un plan de 
fonctionnement (type de contrat, contenu canadien,. contenu cinéma- 
tographique, type de campagne, ainsi de suite) mais nous ne le faisons 
pas parvenir au CRTC pour indiquer clairement que nous trouvons 1'en- 
treprise trop prématurée et le débat trop obscur. 
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Ce plan rigquerait du reste d'étre interprété comme une proposi- 
tion ferme, ce que nuus sommes incapables de faire pour le moment. 


Nous vous assurons donc de notre collaboration Ja plus 


entiére. 
ery 
(ae é ¢ 
{t q : a DS é eae : 
be bz CLE CHE aes eke” 
¢ bs ‘ 
De of 
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Vice-Président 
Association des Réalisateurs 
de films du Québec 


Prise de position de 
l'association des Réalisateurs 
de films du Québec, devant 
lemons OC wsuy ale Sujet de la 
télévision a péage. 


Septembre 1976 


Contenu du document 
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4.- Annexe. 


I.- Introduction 


L'Association des Réalisateurs de films du Québec regroupe 
l'ensemble des cinéastes québécois qui depuis prés de 20 ans 

ont fait le cinéma d'ici. 

Ce cinéma d'ici - d'abord reconnu 3 1'étranger - a jusqu'en 

1968, année de la création de la Société de développement de 
l'industrie cinématographique canadienne, essuyé 1'indifférence 

Ta plus totale des gouvernements fédéral et provinciaux. 

La création de la Société de développement de 1'industrie ciné- 
matographique canadienne, toutefois n'a pas véritablement amé- 
lioré la situation puisque les vrais problémes, ceux de la dif- 
fusion, distribution, exploitation, ont été sciemment laissés 

de cOté par crainte de froisser les “industriels" du dumping 

(dont 51% d'américains) aussi bien que ceux de Ja libre entre- 
prise indigéne. L'Honorable Jeanne Sauvé ne s'en cache d'ailleurs 
pas en affirmant- que: "Dans le cas du cinéma, des intéréts étran- 
gers se sont en effet assuré un quasi-monopole de la distribution 
et de la projection des films, ce qui leur a permis de controjer 
les fonds consacrés a la réalisation de nouvelles oeuvres. (1) 
Cette déclaration, toutefois, n'identifie que les conséquences 

et omet de nommer les causes principales: l'attitude du gouver- 
nement fédéral en général (politique intérieure et politique ex- 
térieure) et celle, en toute 1Ogique, de la totalité des organismes 
directement concernés par la production et la diffusion de la culture, 


de l'information et du divertissement au Canada. 
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Ces organismes, a savoir 1'Office National du film, la Société de 
développement de ]'industrie cinématographique canadienne, Radio- 
Canada, et Canadian Broadcasting Corporation, par leur puissance 
et leur omniprésence ont d'autre part encourage les gouverments 
provinciaux a dormir sur leur inertie. Mais par dessus tout ils 
nous ont forcé d'adopter un menu culture] et Economique copié de 
1'étranger, 1a SDICC. en taut premier lieu qui dés sa création a 
laissé - et laisse toujours - les distributeurs et les proprié- 
taires de salle faire la loi en économie, donc en culture; Radio- 
Canada, en second lieu, qui, timidement, s'est ouvert au seul 
cinéma québécois et canadien grossiérement conforme a sa program- 


mation “a-culturée" pour des fins évidentes de rentabilité. (2) 


C.B.C. qui n'a, pour ainsi dire, jamais rien fait pour le cinéma 
tant canadien que Québécois; 1'OFfice national du film, enfin, qui 
3 son tour est entré dans le jeu du commerce et a, de ce fait. 
appuyé les tendances de la SDICC. tout en faussant complétement les 
lois déja amplement faussées par les contrats spéciaux, a des prix 


spéciaux, entre Radio-Canada et lui. 


Le probléme du cinéma au Canada et au Québec reste donc entier. I1 
n'a d'ailleurs de véritable solution que politique. Seul un plan 
bi-latéral, fédéral et provincial, d'’expansion de la production 


culturelle, d'écudation, de diffusion et de protection d'un terri- 


toire humain et social multiple, seul un tel programme pourrait 
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donner au Canada, sinon une quelconque unité nationale, du moins 

ie unite de communication et de participaiton. 

Dans les conditions actuelles i] serait donc a craindre que 1 'avé- 
nement de la télévision a péage accentue le fractionnement et 
l'anarchie qui président aux politiques - ou plutét l'absence de 
politiques adéquates - dans le monde de la naissante cinématographie 
canadienne et. québécoise. La télévision 4 péage serait pure redon- 
dance, car en_accélérant 1'industrialisation de la culture et de 

la communication et du divertissement sans avoir fait table rase 

de la main mise étrangére et du type de fonctionnement jdentique 


des concurrents locaux, elle confirmerait 4 jamais la prédominance 


de la culture de 1'industrialisation. 


Si 1'allocution de 1'Honorablé Jeanne Sauvé en date du 2 juin 1976 
contient a cet égard plusieurs déclarations de principes, qui in- 
diquent que la situation actuelle devrait étre radicalement trans- 
formée, et si cette allocution est considérée par M.Harry J.Boyle 
comme "a national policy of cultural security” (3), l'ensemble des 
débats autour de la télévision 4 péage porte malheureusement sur 

des problames d'investissements et de bénéfices. Ainsi Monsieur 

Hugh Faulkner, ex secrétaire d'Etat, affirmait: " Le probléme, c'est 


d'arriver 4 ce que les Canadiens, tant ceux qui créent que ceux qui 


profitent des créations, recoivent leur part" (4). 
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Cela, a priori, ne peut que nous réjouir, jusqu'au moment on 
M.Faulkner ajoute: "Pour étudier le défi que doit relever 1'in- 
dustrie cinématographique canadienne, 94, si vous préférez, 1]'in- 


dustrie de 1a production..." (4) 


Dans une lettre adressée a Mile Carole Langlois de la SDICC 

(voir annexe) nous déplorions que ce soit une idéologie de pro- 
duction et de rentabilité qui, de fagon exclusive, détermine la 
fabrication de ce que 1a SDICC appelle dans son mémoire sur le 
sujet de la télévision a péage des "films canadiens d'une qualité 
supérieure". (5) Force nous est de déplorer plus encore la tendan- 
ce générale 4 considérer la télévision 4 péage comme une machine 

a profits - méme si ces profits devraient, pour une fois» @tre 
exclusivement canadiens. Entre 1]'explciteur étranger et l'exploi- 
teur local, nous ne faisons aucune différence. Eux, d'ailleurs, 
n'en font pas, ainsi que le prouve J'admirable confession de Monsieur 
N.A.Taylor dans une lettre au rédacteur en chef du Toronto Daily 
Star: " Cependant, tous sont fiers, lorsque }'occasion se présente, 
de distribuer un film canadien de valeur qui remplit les salles. 
Les chaines cinématographiques, ainsi que tous les autres exploitants 
de cinéma du pays ont la méme motivation, a savoir, le profit. 


Ils ne projettent pas un film parce qu'il est canadien mais MS SOnL 


heureux et fiers de le présenter s'ils pensent qu'il] aura du succes. 


[> 


(...) i] n'en demeure pas moins qu'au cours des derniéres années 
les chaines de cinémas ont perdu des millions de dollars en présen- 
tant des films canadiens sans valeur, pour lesquels le public n'é- 


tait pas disposé 4 payer." (6) 


C'est clair, pour monsieur Taylor et ses semblables, qui se préci- 


pitent massivement sur la télévision 4 péage, un film de valeur est 


un film qui rapporte. 


Ce que nous voudrions faire ici ressortir par dessus tout, en espé- 
rant que cela ne se reproduise pas si une télévision a péage voit 
le jour au Canada, c'est le profond mépris des "hommes d'argent" 

& 1'égard du public qui ne signifie rien d'autre pour eux qu'un 
signe de piastre. Et c'est du méme coup J'inertie d'un gouvernement 


qui par ignorance et/ou indifférence et/ou accord tacite les laisse 


ainsi "tripatter" une société. 


Nous avons, a 1'A.R.F.Q., la plus longue expérience de contact 

et de communication avec ie public. Nous totalisons des milliers se 
films de tout ordres et de qualité diverse; dont ja grande majorité 
sont "commercialement difficiles d'accés pour la simpie raison 
qu'ils sont "différents de fond et de forme." cela pour la simple 


raison qu'a un degré ou un autre ils nous ressemblent. 
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Mais encore faudrait-i] faire la preu_ye que la majorite de nos films 
sont difficiles d'accés,parce que jamais jusqu'aé ce jour, ne fut 
tentée a travers le Canada, une véritable aventure d'éducation et de 
diffusion; parce que toujours les destinées de notre cinéma furent 
entre les mains de quelques individus qui, 4 1'0.N.F., a Radio-Canada 
3 la SDICC et & CBC ont toujours gouverné de facon occulte et pater- 


naliste, et qui est plus, de conivence avec les hommes de profits. 


Comment alors ne pas envisager avec appréhension l'avénement de la 
télévision a péage qui confirmera de facgon hative et définitive, les 
normes de rentabilité de notre culture, aussi bien au Canada et au 
Québec qu'a 1'étranger puisque "le réseau de télévision a péage devrait 
normalement jouer le réle de distributeur, et c'est lui qui se char- 


gerait de vendre des émissions canadiennes sur le marché international 


et d'acheter en retour des productions a 1'étranger. (1) 


(1).- 


(2).- 


(5).- 
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Allocution de Jeanne Sauvé lors du congrés annuel de 1'associa- 


tion canadienne de ja télévision par cable, Toronto, le 2 juin 1976. 


Une enquéte menée par les producteurs du Québéc que Radio-Canada 
a consacré 72 heures-au cinéma canadien sur une prosrammation 


de 5,000 heures. 


"The minister's statement has a national significance well/beyond 
pay television. It should be considered, as the Minister announ- 
ciated before, as the beginnings of a national policy of "cultural 


security" for Canada." 


Hugh Faulkner a la conférence nationale de la ligue Canadienne 


de radio-diffusion, Halifax, le 10 aout 1976. 


Mémoire adressé au CRIC concernant la télévision a péage, Juin 1975, 


mémoire que 1'A.R.F.Q. a refusé d'endosser. 


M.N.A. Taylor est président de Twinex Century Theatres Corporation 


Limited et directeur de la Motion Picture Theatre Association of 


Canada 


2.- Recommandation 


Ainsi done 1'Association des Réalisateurs de films du Québec ne fait 


au CRTC qu'une seule et unique recommandation, 4 savoir que 1'avéne- 


ment _de la télévision 4 péage soit retardé jusgu'a ce qu'un remanie- 


ment global de la cinématographie soit effectif au Canada et que nous 


prenions intensément part a ce remaniement. 
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3.- Suggestions 


Nous souhaiterions toutefois, et de la facgon la plus vive, que dans le 
débat le CRTC cherche a définir une fois pour toute ce qu'est une in- 
dustrie culturelle. 

La plus haute confusion existe en effet dans l'interprétation de ce 
terme et des réalités contradictoires qu'il détermine. 

Grosso modo ces réalités sont, la premi€re, celle de 1'économie du 


‘commerce, l'autre, celle de 1'économie de la culture. 


L'économie du commerce est essentielkement basée sur la rentabilité 


inde 6 mat Sate bia 


commerciale d court terme, de 1'investissement-profit-immédiat et fait fi 


des valeurs socio-culturelles d'une société et des individus qui la 


composent. (Elle abat les foréts sans replanter les arbres.) 


Au contraire, 1'économie de la culture crée des liens nécessaires entre 
les racines socio-culturelles d'une société et la création-production 
de ses représentations multiples en films, livres, émissions de télé- 
vision, oeuvres d'art, ainsi de suite. 

Elle n'en est pas moins "industrielle", pour autant; elle ne peut 
toutefois vraiment le devenir, en respectant ses objectifs, qu'a moyen 
et long terme, et en faisant de la rentabilité commerciale immédiate 
qui enraie fatalement toute création, ou toute possibilité de renouvel- 
lement de la création. (Elle replante les arbres elle aménage le 


territoire humain et social, crée des services.) 


Nous aimerions,en dernier lieu, suggérer au CRTC qu'il profite du dos- 
Sier de la télévision a péage pour ouvrir celui des droits d'auteurs. 


Les créateurs, dans le domaine du cinéma au Canada n'en ont strictement 


aucun. 
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4.- Annexe 


CANADIAN FILM DEVELOPMENT CORPORATION 
SOCIETE DE DEVELOPPEMENT DE L'INDUSTRIE 
CINEMATOGRAPHIQUE CANADIENNE 


Montréal, le 9 aotit 1976 


Monsieur Jean Pierre Lefebvre 

Vice-président de l'Association des 
réalisateurs de films du Québec 

3466, rue St-Denis 

Montréal, QUEBEC 


ion cher Jean Pierre, 


Je te remercie de ta lettre du 2 aofit 1976 avec laquelle tu 
m'as fait parvenir copies des lettres que 1l'Association des 
réalisateurs de films du Québec envoyait A 1'’Honorable Jeanne Sauvé, 
ministre des Communications, et A M. Harry Boyle, président du Conseil 
de la radio-télévision canadienne, concernant la télévision A péage. 


Les commentaires de l'ARFQ seront pris en considération par 
la Société de développement de l'industrie cinématographique canadienne 
et nul doute que cette importante question fera l'objet de discussions 


a la prochaine réunion de l'Atelier statutaire du Comité consultatif de 
Lar SDECGs 


J'espére que nous poursuivrons un dialogue fructueux avec 
1'ARFQ et les autres membres de l'industrie cinématographique 
canadienne en vue d'informer adéquatement le ministre des Communications 
et le président du Conseil de la radio-télévision canadienne des besoins 
et des désirs du milieu cinématographique en regard de la mise sur pied 
d'un service de télévision payante au Canada. 


Accepte, mon cher Jean Pierre, l'expression de mes bons 
sentiments. 


L'administrateur des projets francais, 
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Carole Longrosd 


aS ; Mf 
copie a l'Honorable Jeanne Sauvé o ae 
Ministre des communications 


M. Harry Boyle 
Président du Conseil de la radio-télévision canadienne 


M. Guy Dufaux . 
Président de 1l'Association des réalisateurs de films du Québec 


M. Claude Lacombe 


Président de l'Atelier statutaire du Comité consultatif de la SDICC 


a 


ASSOCIATION DES REALISATEURS DE FILMS DU QUEBEC 
3456 St-Denis, Montréal Qué 844-2457 


2 Aout 1976 - 


Société de développement Poe es is 4076 
de l'industrie cinématographique aint ih 
Canadienne. 

809 Place Victoria 

a/s Mlle Carole Langlois 


Bonjour Carole: 


Pour faire suite aux discussions sur Ja télévision 4a 
péage, aprés de longues consultations auprés de mon exécutif, je 
t'informe que 1'A.R.F.Q. ne peut et ne veut endosser le mémoire 
gue 1a S.D.1.C.C. a adressé au C.R.T.C. au mois de juin 1975. 


Le dossier nous semble d'une importance trop capitale 
pour que naus puissions prendre clairement position dans le débat 
ayant d'avoir fait une étude approfondie avec l'aide d'experis 
en la matiére. Car pour le moment, si on parle de "production" 
d'investisseaments et d'industrie, rien ne nous permet de croire 


et originalité propres tant et aussi longtemps que les structures 
ela §.D.1.C.C. n'auront pas été modifiées de mame que celle 


wMewee Pp she 


des"Films Canadiens d'une qualité supérieure”. Nous serions 
d'ailleurs fort intéressés de connditre le sens précis du terme 
"qualité supérieure”, car nous soupgonnons, en lisant le mémoire, 
qu'il ne concerne rien d'autre que la conformité de fond et de forme 
avec les"produits @trangers" dans Je but d'assurer une concurrence 
et une rentabilité essentiellement économiques. 


Ni: 


ca 


La phrase Suivante, en page 6, le confirme de facon alarmante: 
"Un film de qualité pouvant 6tre présenté sur le marché international 
cofite au moins $600,060. dollars et nous pensons que. tous les films 


produits pour la télévision 4 péage devratent pouvoir @tre vendus 
a sltetranger. .! 


Nous pensons donc avec Madame Jeanne Sauyé, que "rien ne 
sert de nous presser si, par la suite, nous latssons la téléyiston 
é péage se développer chez nous & la maniére de J!industrie cinéma- 
tographique" (allocution du 2 juin 1976), Et en l!occurence nous 
nous Opposerons vivement 4 1a demande des. propriétatres de salles 
d’investir dans la télévision 4 péage sous prétexte que les salles 
en seront affectées, d'une part parce que des enquétes aux USA ont 
prouvé qu'il n'en est rien, qu'au contraire cela les a revital isées 3. 
d'autre part parce que ce serait redonner & nouveau et aux. m8mes 
intéréts financiers major?tairement am@ricains, Jes mémes pouyoirs 
de contr6éle et de chantage qu'en mati@ére de cinéma. ‘ 
Or Madame Sauvé précise clairement; "I1 faut empécher que cette six 
tuation ne se rép&te dans le domaine de la télévision a péage," 


Nous ferons donc Jes démarches nécessaires aupras du 
Ministre des communications 4 Ottawa, de mame usaunrés du €,R.T.,C. 
pour demander aue 1'A,R.F.Q. puisse @tre aaa au deld du premier 
septembre 1976, date mentfonnée dans .1!allocution de Madame~Sauyé 
pour Y'envoie de mémdires au C,R.T.C, 


Avec |'assurance de mes sentiments les plus respectueux. 


/cf Jean-Pierre Lefevre. 
Nice-Président de 1!Assoctatton 
des: Réalisateurs- de films du 
Quebec, - 


cc: Claude Lacombe 
Président du Comité Consultatif 
de“ la:S.D21-C-&. 


Madame Jeanne Sauvé . 
Ministre des Communications a 
Ottawa. 


Au C.R.T.C. 
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3466 Si-Denis, Montréal Qué. 844-2457 


® i 2 Aout 1976 
regu CL 
= Deh! 19/6 
Madame Jeanne Sauyé 
Ministre des communications 
Chambre des communes eet 
Ottawa. : Rei Télévision da péage 


Madame Sauvé, 


Ce n'est qu'au mois de juin dernier, au hasard d'une 
réunion du comité consultatif de 1a S.D.1.C.C., que 1'Association 
des Réalisateurs de films du Québec a pour Ja premiére fois entendu 
parler de la télévision a péage. Nous avons depuis, longuement 
médité votre allocution du 2 juin 19/6, puis @tudié le mémoire 
sommaire que la S.D.1.C.C. avait déposé au C.R.T.C. en juin 1975. 
Dit entre parenthéses, aucun des sept secteurs de 1'industrie 
cinématographique québécoise ne connaissait ce mémoire qui pour- 
tant nous concerne tous directement. 


Ainsi que vous pourrez le lire dans une copie de la 
lettre adressée a Madame Carole Langlois, 1'A.R.F.Q. refuse d'erdos- 
ser je mamoire de Ta S.D.1.C.C. Mais, point crucial encore,— et Crest 
ja raison pour laquelle nous nous adressons 4 vous -, i1 nous semble- 
rait injuste que nous ne puissions prendre le temps nécessaire et 
faire -les consultations adéquates dans le but de présenter un 


mémotre substantiel au C.R.T.C. 


La brieyeté du délai, les vacances de tous et de chacun 
nous eimpachent en effet de compléter notre dossier avant le premier 
septembre. Naus pourrions toutefois 6tre préts vers la fin du mois 
d'octobre. 
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- En tant que créateurs et ptonniers d'un cinéma qut s'est 
imposé dfanord et avant tout par Ja force et le trayatl de ses 
artisans, nous avons vécu suffisamment de frustrattons et de 
déceptions depuis la mise: en place de certains mécanismes gourn 
vernementaux dont les politiques (ou T'absénce de politique 
adéquates) ont fait profiter des tntér@ts majoritatremant étrann 
gers, pour ne pas pécher par excés de prudence, sinon de 
méfiance. Mais en m&me temps nous croyons avoir acquis depuis 
quatorze ans une expérience qui peut devenir présieuse si Ja 
volonté de notre gouvernement est bien celle que vous avez 
exprimge dans T'allocution du 2 juin 1976, 


. 4 e . o 
Nous somme donc disposes, Madame, A vous offrir notre col- 
laboration la plus totale. 


Aes. los fatigee Lee 4 


: Pew * 4 
(Cr Jean-Pierre lefevre 
‘ec: Carole Langlots ~ Vice-Président dest iNORF.Q. 
C Deb Ge tk et membre délégué au comité 
fonsfeup Bowle . consultatif de la S.D.I.C:C, 


Préstdent au'C.R:T.C, 


"PLS. .Ci-Joint; copie da Ja lettre que nous avons fait parventr a 
Mlle Carole Langlois de Ja S.D.1.C.C., et de la lettre envoyée 
gua C te ce 
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ASSOCIATION DES REALISATEURS DE FILMS DU QUEBEC 
3456 St-Denis, Montréal, Qué 844-2457 


Dd - 2 Aout 1976 
: | radon) GLE 


Honsieur Boyle ~Q AOUT 1376 
Présidant du Conseil de ta 
Radio-Téléyision Canadienne 
100 rue Metcalfe 

Ottawa, Ontario 


Monsieur le Président, 

En référence avec le dossier concernant LA TELEVI- 
SION a PEAGE, 1'exécutif de l'association des Réalisateurs de 
Films du Quebec, vous fait part de la demande suivante: 


~ Etant donné 1'importance de la télévision a péage pour J'avenir 
du cinéma Quebécois et Canadien, pour l'avenir des réalisateurs 
de films, pour 1‘implication, Jes conséquences et J impact cultu- 
rel que provoquera son apparition sur le territoire Canadien. 


2 Etant donné que 1'A.R.F.Q. n'a été mise au courant de ce dossier 
qu'au cours du mois de juin de cette année et, de plus, tout d 
fait par hasard . 


- Etant donné que nous trouvons qu'il est indispensable que Jes 
réalisateurs de films puissent manifester leur pesition face 4 la 
télévision 4 péage dans un mémoire. 

- Etant donné que pour rédiger un mémoire 1] nous apparatt essentiel 
ds yencontrer des spécialistes en ce domaine pour en étudier tous 
les aspects, et d'autre part de consulter le plus grand nombre 
possible de réalisateurs. 
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- Etant donné que pendant 1'été Tt] nous est absolument tmpossible 
de compléter les démarches nécessatres 4 la rédactton dé ce mémoire. 


Nous vous demandons en conséquence, de nous accorder un 
~ déTai pour le dép6t d'un mémotre jusqu'a la premf@re semaine du 
mois de novembre de cette année. 


Dans 1'espoir que vous acc@deyez a notre demande, je 
vous prie, Monsieur le Président, de croire en mes sentiments 
Tes meilleurs. 


OS rss _ Need 
Cb ba. y ] 
Pye? : ; 
Jct | i Le Président de 1'A.R.F.Q, 
‘cc; Madame Jeanne Sauyé Guy Dufaux 


Ministre des Communication 
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Wee Harsy Jd. Boyle 


Chairman, COMMENT 
Canadian Radio and COMMENTAIRE 


Television Commissio 
Ottawa, Ontario 


Re: SUBMISSION OF PAPERS ON PAY SAY 


Oiaewe Sabres 


Please find enclosed a copy of my letter Eom uie) HOnweu anne 
Sauve, Minister of Communications, detailing our position 
with regard to bringing Pay-TV into Canada. 


Please consider this enclosed document to be our submission 
to the Commission on the matter of Pay-TV; should you decide 
to call for public hearings to air the issues presentad to 
the CRTC, please inform me of the time and place of these 
hearings so that we can make immediate arrangements to 
attend what I consider to be vital public meetings. 


Thanking you for your consideration; 


All the best, 


f 
ca Robert C. Diez d*Aux 
: rh 
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(Encl. ) 


1646 Victoria Park Ave, Toronto, Ontario, Canada, M1R-1P7 (416) 757-7877 
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September 27, 1976 


The Hon. Jeanne Sauve 
Minister of Communications 
Parliament Hill 

Ottawa 


Re: .PAY=2V 


Dear Madam: 


Pay-TV is about to arrive too suddenly, too fast. Knowing 

the major role which electronic media have in our cuttural 

life, how can one, anyone, exercise a balanced judgement 

when dealing with a new, untested medium of enormous complex- 
ity, after only twelve weeks of intermittent consideration? 

It appears that we may face once more a major error in cultural 
policy-making which will be haunting us over the years to come. 
It appears that Pay-TV is being steam-rollered into this 
country on a trail of misconception, preconception and high~ 
pressure lobby by cablecasters. : 


The principal rationale behind the introduction of Pay-TV is 
the development of domestic production, as you have often said. 
I hereby volunteer our expertise as program producers, in ana- 
lyzing some of those glorious seven-digit figures which are 

so often being tossed around. It has been said that if Pay-TV 
had a 15% penetration of the’ Gable market, and if 15% of its 
gross revenues were directed into Canadian production, about 
$6 million annually would be spent on domestic.programming. 

It must be remembered that a Pay-TV outfit would, in effect, 
operate like a TV network, and will have to incurr a fair 
amount of administrative, technical, maintenance and hard- 
ware replacement expenses, and thus the gross potential 

income is not to be confused with moneys spent on purchasing 
programmes. Let us assume that this hypothetical Pay-TV 
network will spend an extremely generous 60 % of its gross 
revenue on programming, namely about $24 million. This means 
that one quarter of the total programming budget of this 
outfit would be spent on domestic product, which would have 

to fill about one quarter of the total program-time. 
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o remeber, at this point, that Pay-TV must purchase 
, expensive programming in order to be feasible, and 
st keep competitive with the TV networks who will 

he draining of prime-time quality programming to 


Pay-TV at virtually any cost. This spells a very expensive 
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, decide to spend three-quarters Om his nudget on 
programmes, while the $6 million devoted to Cana- 
rammes will-have to “buy-sufficrent good quality material 
a other 75% of his program-time. Thus, Canadian pro- 
Pehave to.go through deficit-financing, which is 
ly unfeasible in the domestic market. Keeping in 
Canadian programmes are comparably more expensive 


than Hollywood shows due to the restricted market we deal 


Haley, SG iw 
Glue GS eS )} 


{Tilton will “be sutficivent —to finance (with large 
a handful of second-rate domestic programmes. 
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Suspect that Pay- TV presently seeks to establish 
any cost, in any form, relying on the doctrine 
going outfit of major proportions would never 
ed or ordered to cease operations. DPswoMalLeecrat 
roblems of Pay-TV, which I am outlining herein, 
ard about only after the fact, unless Pay-TV_is 
or stopped now . Cable Pay-TV operators would 
tly to lament about the low guality and high 
anadian programmes, and, Pay-Tv shall become 
n ehannell for thet impor tatroneor American 

products; the Canadian content of their pro- 
uld be largely composed of "in-house" produced 
as we see on cable now). LO summarize, Canadian 
Would ~pemetit latibe, 26 anything, from the 


on of Pay-TV to this country. On the contrary, 


Pay-TV may 


et prove to develop into a highly negative 


Date of Canadian broadcasting, by draining away funds 


and progra 


mming from established broadcasters. 


Cadac.) 
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One of ethespuzz long aspects: Of Cie ray VG pats cme S aati ie 
matter-of-fact manner in which cable television is 
considered to be the predetermined asignee of Pay-TV 
"“trortunes*; Little, dfisany, consideratton Nas beenigiven 
to. alternative” forms of Pay=-TV— Cable was eaqlimited wate 


of penetration taking into account the overall number of recei- 
vers.in use, and its penetration of rural, remote or Northern 


territories is negligeable. Thus Pay-TV would be available 
only on) ia limited tiscea lea, Sthusmatea n1aqher costa ncwiad 


those who can afford it; this smacks of socio-economic seyre- 


gation and reflects a medieval attitude toward. cultures 
Also,. the distribution of Pay-TV via cable would make the 


public. dependant on a fragmented, monopolistic and inconsistent 


cable industry. |\Wwhy should val potential sPayslVesupscriber bese 
obligated to also buy at additional cost, the services of the 


cable company who happens: to deliver this service? 


There are alternative Pay-TV systems, only the will to look 


at them. is. lacking, So tan ateleast. I shalt outline vonrescuen 


alternatauves unmocdevetombe. Come crite inv.er 


The established broadcasters in athis, coune: yy (CBC cru, Global 
are well equipped to handie matters of programming, broadcasting 
and administering a network. They also own a wealth of hardware 


which assures virtual complete territorial coverage for this 
country. It would, therefore, make more sense to empower a 
consortium of these on-the-air broadcasters to develop a 

“Third Network” type of Pay-TV, shoula they chose jto ido sa. 
Their market penetration is potentially much wider than that 


of cable-TV, therefore potential revenues could be high enouuh 


Go vensuxre a return on quallty ;domestvcally—produiced , prog mms. 
Such 'network' should be forcedi by charter (and sa should te 
CBC, by the wav) tolpurchase als the programm! mica eae 
dent producers, (with the exception of Newscasteay and to sah. 

a Lailxy proportionsofL Canadian programs im both p71 me-t uae 


during other viewing hours. 


Due to a? potentially nation-wide market, the rates’ Gretho 
proposed network could be considerably lower than the ones 
proposed by cablecasters($8.-/month plus cable TV charges}, 
thus being affordable for virtuaily everyonewe thes. 1neten 
would also expand the potential penetration of this said 


network. 
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The Pay-TV outfit which I propose, need one exist, would 
broadcast on one ore more VHF or UHF FM frequencies a 
scrambled signal which would be made usable via a simple 
decoder hooked into the home receiver. Revenues could 

be collected either through the lease of such decoders 

(in the manner in which telephone companies lease their 
hardware) or through the sale of the said decoders and 

an independent bidding system. If the use of Pay=TV 
becomes very wide-spread on the national level, collection 
of dues? (could be asdmintstered through “the Post Office “or 
via inconeMtax debi tstcollected by District Taxatvon Oftrces 
and passion to the Pay-Tv Network less an administration 
charge. 


Such type of network would also enable producers to rent 
airtime fourtheir Showse, showld they wish to explore demand 
for tbheir product aththeir) own expense; thisvhas been proven 
to be a worthwhile practice in experiments conducted in the 
USA, where sattellite-relayed Pay-TV Networks have been 
suecessiully tried yout: 


In conclusion to this submission, we urge an immediate freeze 
on any attempted licensing proceedings for Pay-TV applicants. 
Such anereeczes shou ldwestaymmnel pact wlcor myears, enabligag. 
detailed inquiries and studies to be commissioned and completed. 
This should be accomplished thrawgh the office of the Secretary 
Of State, whois responsible for ,andicomperent to handie, 
polwciesiattiecting the cultural idevelopment of oux) country; 
there is no reason whatsoever for the Ministry of Communications, 
or the CRTC to involve themselves so directly in cultural 
podwecyuinvolving.Payo TVA sothexs, than recommend and enforce 
technical standards for broadcasting. Also more extensive 

and Lengthy public hearings are necessary before a policy 

is drawn up. 


Thanking you, for your consideration and IoNOesL inves AF eMe\yewerel 
tosheariang fromunyou; 


Vk by LL 
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Minister of Communications 
Parliament Ruildings 
Ottawa, Canada 


Dear Mme. Sauve: 


I am replying further concerning Alberta views and analysis 
regarding Pay TV. I certainly appreciate the potential importance of 
Pay TV and the careful consideration which is essential. 


In my acknowledgement reply to you dated August 13, I mude 
the preliminary observation that "many aspects of Pay TV and other 
non-broadecasting cable services appear to fall within the legislative 
concerns of the province." Our further analysis and review confirms 
the observation that Pay TV is a matter of provincial jurisdiction. 


I am very concerned that the Federal Government has uppeared to assume 


Pay TV jurisdiction and is inviting provincial input only on adminis- 
trative and regulatory procedures. Alberta does not accept this 
approach and concludes that Pay TV is within provincial jurisdiction 
parameters. 


403/427-S0N6 


403 Legislative Builing 


Edmonton, Aloerta, Canada 
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I wish to elaborate and reiterate briefly the position Alberta 


has taken regarding telecommunications at earlier federal-provincial 
meetings of Ministers responsible for Communications . | Tne Tow lenin 
also explains partially how this province has exercised its authority 
in this field from the beginning. The Government of Alberta has 
controlled and fostered the growth of telecommunications in this 


province, primarily through Alberta Government Telephones and a number 


of other large and small telephone companies, in accomlance with 
provincial authority over local undertakings. These undertakings 


provide a wide and growing range of telecomminications services oth 
audio and video on a province-wide or smaller aren basis. Sp asa 


j2 View the introduction of a closed-circuit Pay TV service by CAV 


licensees or others as a local telecommnications services; iis refers 


to both the facilities used and the content of the service. 


Se 


Hon. Jeanne Sauve Be 


Tollows: 


(i) 


(iv) 


[ wish to summarize the present Alberta Pay TV position as 


Pay TV is a matter of provincial rather than federal 
jurisdiction. 

It is essential that Pay TV be a priority agenda item 
at the November meeting of Communications Ministers 
in Edmonton. 


In areas where the same telecommunications facility carries 
both Provincially and Federally-regulated services, we 
recognize the need for practical arrangements for — 
coordination. 


Administrative and regulatory procedures are presature 
and should follow rather than precede resolution of 
more basic factors such as Pay TV jurisdiction. _ 


The important matter of Pay TV will continue to receive 


priority attention by Alberta. I am looking forward to a full and 
useful discussion of the subject at our November meeting. Noting 
your suggestions that Pay TV views and comments should also be put to 
the CRTC, I am doing so by a copy of this letter to the Chairman. 


Yours very truly, 


A 2— 


Dr. Allan A. Warrack 
MINISTER 


ec: Hon. L. D. Hyndman, Minister ; 
Federal and Intergovernmental Affairs 


Mie. Harry) Boyle --—= 
Chairman, CRTC 


September 28, 1976 : 
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Cablecasting Limited 


45 charles street east 


COMMENT 


COMMENTAIRE toronto 5, ontario 
phone: (416) 964-6411 
tee 
\ 
Ge bs. September 29 1976 
2] amas po A AE ’ 
The Secretariat Mtb e Ata T 


The CRTC 
100 Metcalfe Street (3 
Ottawa, Ontario Seed 


are 


Dear Sans: 


We have the honour of presenting a submission 
to the CRTC on Pay Television. If you have any 
questions about any of this material, we would 


be most pleased to answer. 
Yours truly een ae 
. / 


J;C. Michel carte 
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PAY TV, COMMERCIAL SUBSTITUTION AND 
CANADIAN PROGRAM PRODUCTION 


Submission to the Canadian Radio-Television 
and Telecommunications Commission 
Pay TV Policy Hearings 
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by 
Cablecasting Limited 
45-Charles Street E- 


Toronto, Ontario 


and . 
Michel Guite 
Institute for Communication Research 
Stanford University 
Stanford, Cal. 
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The purpose of this brief is to argue that CRIC resolution 
of current Pay TV policy issues in Canada should be tied 


to resolution of current disputes over CATV substitution 


of U.S. commercials with Canadian content on imported U.S. 


TV channels. 


Over the next several years Pay TV will probably make a 
relatively modest contribution to the Canadian programme 
production industry. Although the content, method of 
delivery and ownership of Pay TV in Canada are still 
unknown, by 1981 Pay TV could funnel an estimated $9-16 


million a year into Canadian programming. 


By 1981 CATV commercial substitution or ad repatriation 

could funnel from '$25-60 million a year into Canadian programming 
without fragmentation of existing TV audiences. Widespread 
implementation of this policy likely requires Canada-US 
copyright negotiation and may require CATV payment of copyright 


fees. 


Pay TV contribution to Canadian programming: Ape iroewurny: tne 


arm for Canadian programming is only one of the arguments 


favouring CRTC licensing of Pay TV in Canada in the near term. 


fd ¢ 
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Another argument is that current Pay TV proposals are 
a necessary interim step in the development of a nationally 
available electronic CATV delivery system for on-demand 

2 information and entertainment. A third argument is that 
without CRLIU .1censing, Closed Circuit cOaxial Pay IV systems 
may proliferate outside of federal jurisdiction and without any 
requirement that they Become an integrated part of a Canadian 


broadcasting system. 


Our purpose here is not to argue against Pay TV, or to argue 
in favour of per-channel or per-programme pay service, via 
CATV or over-the-air. Uncertainties in Pay TV technology, 


demand, and content, favour experimentation with different models. 


What we are concerned about here is a realistic assessment of 
the most dollars Pay TV will add to the Canadien programme 
production sindiusery,. Although Pay TV may be delivered 
over-the-air as well as via cable, a recent analysis of U.S. 
data by Ray Panko of the Stanford Research Institute projected 
substantially higher Pay TV revenues and penetration rates for 


Pay TV via cable for at least the next decade. (1) 


ee er ne een 

(1) For publicly available data from the confidential Stanrord 
Research Institute analysis, see Raymond Panko, Pay 
Television & Free Television: A Policy Assessment based 


upon a Projection of Future Consumer Demand for Pay 
Television, Ph.D. dissertation, Stanford University, 1975. 
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The reasons for this higher penetration with cable were 
the relatively high cost of subscriber descramblers needed 
for over-the-air Pay TV, plus the limited number of 


over-the-air TV channels. Because we are projecting upper 


limit Pay TV contributions to Canadian programming, we base 


our projections on Pay TV delivered via cable. 


Pay TV via cable may provide a monthly package of programmes 
for a flat fee of some $7-9 or else a per-programme service 
where subscribers pay some $2-3 each month for a record- 
keeping and descrambling device, and also pay for each 
programme they view. Revenue projections for the latter 
service are somewhat complex, because aubscriber monthly 
spending varies widely. According: EOsPankG S Ula a cacea, 
with per— programme Pay TV the highest spending 23 percent 
of subscribers account for 46 percent of total revenues, 

the Hghest spending 48 percent account for 74 percent of 
revenues, and average spending per subscriber for programming 


(2) 


alone is some $7 per month per household. For.our 
projections, we will assume an average Pay TV subscriber 
revenue of $8/month, without differentiating between per- 


channel or per-programme service. 


(2) Panko, 1 bid2 


4. 


Continuation of current population and household growth 

in Canada leads to an estimated 7.4 million Canadian 
households by year-end 1981. If an estimated 60 percent 
of all of these 1981 households signed up for CATV, we would 
have 4.44 8million) Cable subscribers: mEOLS percent OftLoel 
cable subscribers signed up for Pay TV, the total Pay TV 
revenue base for Francophone and Anglophone markets would 

be made up of 666,000 subscribers. The less likely upper 
limit of 25 per cent Pay TV penetration would provide 

Ie Ligne onee aye VeSUpDSscr I bers. If each Pay TV househoid 
paid $8.00 per month for the service, total 1981 Pay TV 
revenues at 15 percent penetration would be $63.4 million. 
At the less likely 25 percent penetration total 1981 revenues 


would, be SLO6.6 million. 


How much Pay TV gross revenues would be funnelled into 
Canadian programming? R975. CRTC policy paper cn Pay TV 
proposed a Canadian spending requirement of 15 percent. 3) 
Using our above revenue estimates with 15 percent Pay TV 
penetration of cable households in 1981, this could generate 
$9.51 million for Canadian programming. Using the less 


likely 25 percent Pay TV penetration this could generate $16 


million for Canadian programmes. 


AL 


C3) CRTC Position Paper: Pay Te: 2vision Service, Ottawa, 
March 1975. 
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When considering these projections of $9-16 million for 
Canadian programming, it should be clear that both these 


figures are optimistic because they assume a smooth and 


successful development of what is essentially a speculative 
broadcast service. Current assumptions about Pay TV in 
Canada are based on the recent successful U.S. experience. 
However, Pay TV penetration rates of 15 and 25 percent of 
cable subscribers in the U.S. may not be exportable to 
Canada, because cable penetration itself in the U.S. is 
lower than in Canada and U.S. cable subscribers generally 
have more disposable income than Canadian subscribers. ‘The 
first Pay TV experiment in Canada began in the Toronto suburb 
of Etobicoke in 1960 and ended five years later with a 

$2 million loss. The first Pay TV experiment in England, 
begun in 1963 in London and Sheffield, ended in 1971 with a 
$2.4 million loss. The first three Pay TV experiments in 
the U.S., begun in 1962 and 1963 in Hartford, Los Angeles 
and San Francisco each shut down several years later with 


miLti=-miliion dollar losses: 


Ad repatriation & Canadian Programming: The CRTC proposal that 


Canadian cable operators delete U.S. advertisements on imported 
U.S. TV channels carried by CATV and replace these with 
Canadian content dates back to 1971. Because of costs, legal 
uncertainties, inability to develop adequate contracts between 
CATV operators and local broadcasters, and questions about the 


propriety of what many observers see as piracy, this policy has 


not been widely implemented. 


Although a 1975 Canadian Federal Court of Appeal ruling supporting 
the CRTC’s might to enact this policy may well be upheld oncurrent 
appeal to the Canadian Supreme Court, some other objections to this 
policy still remain. In the following paragraphs, we will estimate 
potential revenue that could be developed in 1981 from the sale 

of Canadian, advyertisingiini therplacer6m U.S. ads on’ amported U.S. 
channels carried on CATV in Canada. We will then discuss possible 
disruption of current advertising spending patterns in Canada, CATV 
copyright payments, and a method for funneling this advertising 


revenue directly into Canadian program production. 


For the following estimates we will consider commercial substitution 
Or ad repatriation under two conditions. A first condition assumes 
that only CATV systems with over 25,000 subscribers are required 

to substitute commercials. Under the second condition we assume that 
Satellite delivery of TV signals to CATV head-ends is available, and 
that commercial substitution is incorporated into the satellite 
transmissions. In both cases we assume that three commercial U.S. 
channels and an average of four Canadian TV channels are available 

in each receiving community by 1981, that total TV viewing hours 

per household average only 4.2 hours per day, and that advertisers 


(4) 


in 1981 pay 3.2 cents per household viewing hour. 
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(4) These are conservative assumptions. Current household TV 
viewing in Canada is estimated by A.C. Nielson at 5.9 hours/day 
in 1976. This figure describes hours a TV set is on each day. 
The estimate of 4.2 viewing hours per day describes time spec. 
by adults over 18 years old in each house watching television. 
The figure of 3.2 cents/viewing hour assumes a maximum of 8 
minutes of advertising per hour in 1981, with 1.8 adults per 
hou..:hold, and a conservative cost per thousand adults reached 
averaging only $2.22. 
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Finally, using a model developed by Robert Babe of Simon 
Frase.’ University, we assume that with three U.S. and four 
Canadian TV channels in each community, the U.S. channels 


(5) 


Will attract 47 percent cf ain Ty viewing time. 


For the first case we assume ad repatriation is restricted to 

a 1981 estimate of 51 CATV systems with 25,000 or more subscribers. 
Using projections similar to those we developed for Pay TV, we 
estimate that these major markets will account for 47 per cent 
of a projected 4.4 million 1981 CATV subscribers, and will 

serve 2.1 million households. With each household viewing 

4.2 hours of TV each day, with three U.S. channels attracting 

47 percent of these hours and with advertisers paying 3.2 cents 
per household viewing hour, total advertising revenues are 

$48.4 million. Because many of the major CATV systems are 
concentrated in Southern Ontario, and in the major markets of 
Montreal, Vancouver, Calgary, etc., and already do or are likely 
to share common microwave facilities, the degree of cost sharing 
for commercial deletion is difficult to estimate. If we 

assume an upper limit cost of $150,000 per year per CATV system 
for all expenses related to commercial deletion, these expenses 
total $7.6 million, leaving $40.8 million available for other 


purposes. 


(5) Robert Babe, An Economic Analysis of the Impact of Cable 
Television on Televasien Broadcasting Stations, Carleton 


Universttey ottawa, | oe. 
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What happens if we assume satellite delivery of the same 

three U.S. TV channels to all CATV head-ends in, Canada, 

except for those that by 1981 will remain locked into 

existing microwave contracts? If we assume 4.4 million 
Canaduan CATV subscribers iby 1981, and we assume that only 

70 percent of these participate in satellite reception of 
three U.S. channels, that average viewing remains at 4.2 hours 
per day, that U.S. channels capture 47 percent of those hours, 
and that advertisers in 1981 will pay 3.2 cents per household 


viewing hour, then total advertising revenue tOtals, or mi kL Oi. 


A recent analysis of the usefulness of Telesat Canada's 

current and proposed satellite designs for distribution of 

TV signals to CATV head-ends concluded that Canadian satellite 
celivery is not currently ia practical alternative to terrestial 
microwave. a The analysis argued that Telesat 

charges per transponder capable of transmitting one broadcast 
quality television channel are more than double the equivalent 
charges on U.S. spacecraft, and argued that Telesat's use of 
low-powered satellites with high cost earth stations has been 
more effective in protecting revenues of common carriers’ 


microwave plant than in meeting needs of the Canadian broad- 


casting system. 


eR 


(6) Michel Guite: CATV & Telecommunications Policy in Canada, 
Programme on Information Science & Telecommunications 
Policy, Stanford University, rorthcoming’ 1976. 
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The same recent analysis proposed an alternative configuration 
for a next generation Telesat satellite that would incorporate 
10 watt transponders, using the 4/6 GH, frequency, with each 


transponder transmitting over a footprint covering half of 


Canada, to earth stations with a total installed cost of 

$26,000 each. The analysis argued that Detroit TV channels 

could be picked up in Windsor, Ontario, carried by microwave 
to a commercial substitution and video recording and delay 

centre, and then to Telesat’s uplink station at allen ark 

near Toronte, and that U.S. Channels could be dietriovted in 

only two timeblocks. Total distribution costs, excluding the 
local earth stations for two channels, were estimated to be 

$6.3 million a year, and for three channels less than $9.5 million 


a year. 


The projection of 1981 advertising from commercial substitution 

on three satellite-distributed U.S. TV channels, estimated above 

at $71 million, less satellite distribution costs of some S9O.5 
million, leaves a net of $61.5 million available for other purposes. 
Nevertheless, Telesat's current plans and pricing policies do not 


make this distribution method a likely development. 


It could be argued that since advertising er eres in Canada 
Since 1968 has remained at approximately 1.2 percent ofGress 
National Product, with TV advertising accounting for approximat.siy 
one-eighth of this total, availability of additional TV channe .; 


could cause a substantial drop in the amount advertisers are ‘/illing 


LO 


to pay per minute or per thousand viewers. The outcome 
could reduce the revenues of TV broadcasters, as well as 


newspapers, magazines, and other media. 


However this is misleading because it leaves out two important 
developments. Recent parliamentary enactment of a tax 
provision prohibiting Canadians from using advertising 
expenditures on U.S. border TV stations for tax exemptions 
will likely increase Canadian dollars available for Canadian 
advertising. In 1974 Canadian advertisers spent an estimated 
$20-25 million on U.S. border TV stations broadcasting into 


Ge) 


Canadian markets. Furthermore, commercial substitution 
would deprive Canadian subsidiaries of U.S. corporations of the 


benefit of spillover advertising worth another $30 million a year. 


Because the impact of opening three new TV channels for 

Canadian advertising is unknown, this new medium could be 

developed gradually, over a five year period. Even if we make 

the conservative assumption that advertising on these channels 

was to be-limited to an upper ceiling of no more than half the pro- 
jected growth of TV advertising revenues each year from 1977 to 
1981, the upPer ceiling for these three channels by 1981 would 


LOtaL Obs ceille LLon. (8) 
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(7) Harry Boyle: Survival, Address to the Men's Canadian Club 
of London; Ontario; December 1975, P.4 


(5) ppbasedeon total 19 /39TV. advertising revenues of $198.5 million 
increasing 10%/year to 1977, i.e. to $290.6 million, and at 
the same rate to 1981, i.e. to $425 million. Half the increase 


from $290.6 to $425 million is $67.2 million. 
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ff we consider only the 14 major Canadian broadcasting markets 
that correspond roughly to the 51 largest CATV operations, and 
if we use the same ceiling of half the projected growth of TV 
advertising revenue on ex sting channels in these markets, this 


upper limit would be approximately $37.2 million. (9) 


A second policy question regarding this commercial substitution 
concerns the payment of CATV copyright fees. Although Canadian 
cable operators currently can delete U.S. commercials on imported 
channels without legal liability, this will likely lead to 
ultimate revision of copyright agreements effecting both Canada 
and the U.S. In February 1976 the U.S. Senate passed S-22, 

a copyright legislation bill. In September 1976 the U.S. House 
of Representatives passed HR 2223, its version of a similar bill. 
This legislation, now being prepared for enactment, calls for 
U.S. cable operators to pay up to 2.5 percent of gross revenues 


to broadcasters for the right to use broadcasters' programme }. 


In Canada CATV copyright payments set at similar levels of up to 


2.5 percent of gross revenues could provide a mechanism to 


compensate U.S. programme producers for the use of their programmes. 


One of several complications with this in Canada is that beca :: 
Canadian broadcasters commonly purchase exclusive Canadian IGN Seed 
certain U.S. programmes, they argue that if anyone collects (eleray 


payments it should be them. 


(9) 1973 ad revenues for 14 broadcasters with over $3,000,06 cf 
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revenues each (totalled Sligo imiliton. = ey l%77 wat 102 Snaual 


rowth’ this totallis estimated at 'Sl6l-5 and by 198i $236 m: 
(cestictide Canada Catalogue 56-204) 
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However, this may not be as important as it Looks jpcek 
Canadian broadcasters were to collect Canadian CATV copyright 
payments for U.S. programmes they hold rights to, broadcaster 
competition and prices paid for these programmes would increase. 
The outcome would be similar whether CATV copyright payments 
for U.S. programmes were paid to a Canadian copyright fund 
and then to the U.S.copyright holder, or paid to a Canadian 


broadcaster who then paid higher prices to the U.S. owner. 


By 1981, with estimated Canadian CATV gross revenues of some 
$260 million, CATV copyright fees of up to 2.5 percent would 
generate $6.5 million. Assuming these were divided between 
U.S. and Canadian TV programme owners or producers according 
to respective audiences, Canadians might retain as much as 

bo eo mil Won. However, the significance of these payments 
would not be so much that they would provide a substantial 
increment to Canadian funds for programming. More important, 
they could open the door to a Canada-US agreement permitting 
cable operators in each country to delete commercials on the 
Tv channels imported from across each border, with the decision 
of what to then do with the commercial time slots subject to 


domestic regulation in each country. 


A third policy question concerns who in Canada should be 


entitled to sell commercial time on the U.S. channels carried 


via cable and who should get the revenues. 
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If broadcasters are permitted to sell the time themselves, 
and to insert their own ads, they have reduced motivation 


to upgrade their own programming to compete with the imported 


channels. A preferable solution appears to be for the 

CRTC to license regional commercial substitution centres 

with broadcast °s, cable Racnetyae or third parties permitted 
to’ participate in Ownership and control, and with the 
distribution of advertising revenues Subject to CRTC approved 
formulae. One such formula would require that some 85 percent 
of advertising revenue be paid out to Canadian TV broadcasters, 


pro-rated according to their audiences for Canadian programmes. 


Integration of Pay TV and Commercial Substitution Policies: 


We have argued that while Pay TV may generate Significant 
revenues of some $9-16 million for Canadian programme production 
by 1981, ad repatriation or commercial substitution could gen- 
erate substantially more funds for ‘the Sane purpose.) le thee 
Substitution were implemented on three U.S. TV channels, in an 
estimated 51 CATV systems with over 25000 subscribers each, 
with advertising revenues limited to no more than half the 
projected TV advertising growth in the corresponding TV markets, 
by 1981 these US channels could generate approximately $37 million. 
Assuming commercial substitution costs for the 51 major CATV 
Systems- total $7.6 million, and that 85 percent of the net 
revenue is pro-rated among Canadian broadcasters accordine “66 


audiences for Canadian programmes, the outcome would be $24.9 


million available to support Stronger Canadian programming. 
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With somewhat less conservative assumptions, this net 1981 
advertising revenue for three U.S. channels distributed via 
» Satellite to 70 percent of CATV subscribers could generate 
$71 million. After satellite distribution expenses estimated 
to be | approximately pea asemial ona gvean, efS6 l5) mi blion would 
remain. If 85 percent of this amount were pro-rated among 
Canadian broa asters according to their audiences for Ene 
productions, the total contribution to Canadian programming 


would besS5Z3semniriiaon. 


Both Pay TV and commercial substitution will require closer 
CATV-broadcaster co-operation. Both may require development of 
regional or national microwave or satellite facilities. Both 
must make Significant contributions to the Canadian programming 
industry. For these reasons, it is critical to use the current 
interest in introducing Pay TV, as a vehicle to accelerate 
introduction of commercial deletion on CATV-imported U.S. TV 


channels. 
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Le 30 septembre 1976, 


Mademoiselle Lise Ouimet 


Ne 


Adjointe au Secrétaire général 
Conseil de la Radio-T élévision canadienne 4 ed 
100, rue Metcalfe : ECT sys 
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Chére mademoiselle Ouimet, 4H g A 


L'Association canadienne de la radio et de la 
télévision de langue francaise (ACRTF) profite de l'invitation 
du Conseil de la radiodiffusion et des télécommunications 
canadiennes pour lui exprimer son point de vue au sujet de la 
télévision &@ page, theme principal d'une des prochaines 
audiences publiques du CRTC, 


1, Nous croyons toujours que la venue d'un 
systeme de télévision 4 péage est prématurée pour les raisons 
qui furent exposées par le Conseil a la suite d'une premitre 
audience publique & ce sujet. 


2. L'existence de la télévision 4 péage entrainera 
infailliblement une forte augmentation des prix des longs métrages 
d'expression francaise présentement disponibles aux télédiffuseurs 
de langue frangaise. Il en découlera une augmentation des coits 
d'opération des postes et des réseaux et/ou une diminution de la 
qualité de la programmation sur film et/ou une perte additionnelle 
d'auditeurs., 


3. Il faut se rappeler qu'il existe présentement une 
pénurie de longs métrages d'expression francaise méme avant 
l'existence d'un premier réseau privé de télévision dans toutes les 
régions du territoire, méme avant la naissance d'un deuxitme réseau 
privé, 
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Mademoiselle Lise Ouimet (Suite) Le 30 septembre 1976. 
Adjointe au Secrétaire général 
GHUG 


Il nous semble désirable dans l'intérét de l'auditoire 
francophone et de l'ensemble de l'industrie d'éviter d'accentuer 
cette rareté de longs métrages d'expression frangaise, ce qui rendrait 
encore plus difficile l'exécution de projets majeurs déja en cours et, 
é t i i é Hao i y 1'e ble de 
& notre avis, qui représentent “plus et mieux pour 1 enseimbie es 
auditeurs francophones. 


4, L'A.C.R.T.F. considére que la fragmentation 
de l'auditoire que causerait la télévision & péage, si elle était intro- 
duite, au Québec en particulier, dans un proche avenir, s'additionnerait 
malencontreusement aux autres facteurs de fragmentation déja amorces 
ou annoncés. Qu'il suffise de mentionner les agents de subdivision 
de l'auditoire suivant: 


a)' La prolifération des systemes de télévision par 
cable dans les coins les plus reculés de la province. 


b) Le nombre croissant de systémes de télévision 
par cable offrant plus de 12 canaux,. 


c) Les progres sensibles tant en quantité qu'en qualité 
de la télévision communautaire. 


d) L'apparition de longs circuits micro -onde pour 
distribuer un peu partout des signaux de postes 
considérés auparavant comme inaccessibles. 


1 . . 7 . = 7 ca . . 
e) L'expansion du premier reseau prive de télévision, 
EV aS. 


f) L'implantation du deuxitme réseau de télévision 
privée. 


g) L'expansion du réseau de télévision éducative de 
Racio-Québec. 


h) L'implantation du service de télévision en langue 
anglaise de Radio-Canada en dehors de Montréal . 
et Québec. 
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Mademoiselle Lise Ouimet (Suite) Le 30 septembre 1976 
Adjointe au Secrétaire général 
CRAG 


5. Tous les facteurs de fragmentation de l'audi- 
toire ci-haut mentionnés agissent aussi directement sur l'écoute radio. 
De plus, les postes radio MF anciens et nouveaux, devant maintenant 
opérer dans le cadre d'une réglementation plus exigeante,sentiront 
tout particuliérement des effets de cette abondance de services radio 
et TV. La télévision 4 péage rendrait la situation encore plus difficile 
pendant cette période de transition qui commence, 


L'A,C,R,T.F. espére que le Conseil planifiera 
l'arrivée de la télévision & péage de telle sorte que les effets de 
cette implantation ne puissent se faire sentir avant que l'industrie 
n'ait absorbé les principaux contre-coups résultant de la réalisation 
des projets majeurs connus et en marche et ayant tous une incidence 
directe sur l'équilibre d'un systéme fort complexe et devant déja 
relever de nombreux défis. 


L'A.C.R.T.F,. remercie le Conseil de l'attention 
qu'il portera 4 ces quelques remarques. Nous ne désirons pas 
comparaitre au cours de l'audience publique qui traitera du sujet, 
& moins que vous en exprimiez le désir. 


Veuillez agréer, chére mademoiselle Ouimet, l'ex- 
pression de nos sentiments distingués. 


Paul Chamberland 
PrésidentidentA, Con, Don. 
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Paul Boyd 
75 East 8th Avenue 
Vancouver, B.C. 
: (604) 874-3617 


September 28, 19°76). 


TO: Canadian Radio Television iki 
Commission COMMENT 9 ne og 
100° Metcalfe St. re 

en em COMMENTAIRE Yoo, 


SUBJECT: Submission to the Commission 
on PAY TELEVISION 


The following are what I pelieve as a individual, guidelines 
to ensure the success of Canadian Pay Television when cS 
approved by the CER Suto Lie 


1) CONTROL “pes 


-The Canadian Pay Television system should be a mixed corp- 
oration involving cable television interests with controll — 
ing power,and broadcasters, producers, and the general 
public making up the remaining portion. 


-This system should be a concentrated effort of the Canadian 
Cable Television Association. As many members as possible 

to ensure future success of the system. Their Pay Television 
Network (PTN) established in June 1976 1deas, Should. be 
considered and established that are in agreement with a 
Canadian .system. 


-IT am in agreement with the 3 major ideas expressed by 
the honourable Jeanne Sauve concerning siphoning, 
Canadian production, international sales. Fifteen to 


Twenty per cent of gross revenue should be dedicated 
to Canadian production. 


2) METHOD 

=pelivery tof the pay tev signal should at Eins tebe: by 
cable method only. After the 2nd or 3rd year of develop- 
ment if and when the PTN system is successful, over 
the air broadcast methods such as low power scrambled 
UHF transmissions, should be examined to bring the PIN 
to the ruralror non-cabled areas. 
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2) ” METHOD--continued 


3) 


-It should be delivered by the scramble-de-scramble method 
and where at all possible on a clear basic dial’ channel. 
In heavily channeled, heavy converter subscribership areas 
the PTN channel should be put on mid or superband frequencies. 
Perhaps the Jerrold SDS system should be examined as Jerrold 
converters and head-ends seem to be the choice of Canadian 
cable companies and their systems have been tested and are 
in uSe in parts of tne sen 


-Subscription should be on a per channel basis rather than 

a per program system. The latter method would involve major 
re-building and re-wiring for many companies and the cost 
would be excessive. A month to month renewal subscrption basis 
is much more desireable with the viewer knowing one to 

two months in advance of the programs to come. 

4 

-Signal or program quality should be equal or near to 
broadcast standards. A view at yesterdays bay tvesystens-, * 
show that undesireable signal quality was partially the 
reason for failure. A set standard should be established. 


-Two Networks. One French. One English. Each beamed to the 
appropriate areas where an audience is. Or separate scrambling 
frequencies, separate de-scramblers with english and french 
available in all areas. 


-Where at all possible transmission from a main point 
should be by sattelite, or micro-wave with bucyolinad tas 


a third alternative. Packaging could be done by the individual 
cable company. 


-A set and pretty well standard fee should be agreed on not 
to exceed $]0.00 preferably $8.00. Installation and rental 


deposits and the such should have reasonable limits within 
the reach of the average consumer. 


RULES 


-All programming should in no way have advertising at the 
beginning or end whatsoever. No advertising permitted. 


-Films should be Ist subsequent run or older and adhere to 
the commissions siphoning rules. They should be repeated 
at several times of the day, for several days so that 
all consumers will have a choice of viewing times. 


( 


3). RULES~--continued 


-Fvery film should contain a legend or rating of age group 
before the opening frames arrive on the home screen. Perhaps 
of a 30 second duration so the subscriber could decide on 
whether or not they will be offended by the following.With 
this system in effect PIN would be able to send the more 
contempory or restricted type films in the later evening 
hours subject to each cable operator. This popular type 
of programming should be kept to after eleven or twelve 
pm, tO et md t viewing by underage viewers, 


“At first, uncal the PIN establishes itself, a low Canadian 
content rulings Then as the net becomes successful, raise 
the requirement with fore-warning to acceptable standards. 


uKwelLive event quota on a per month or per yearly basis 
should be established with the PTN. . Whether the events 
are handled by a PTN production facility or on a contract 
basis should be decided by the Commission. Canadian and 
American events should be acceptable for live tele-cast. 
Night-club, closed-circuit, theatre, or big event non- 
siphoning material should be encouraged and a percentage 
required to off-set the film material. Agreements to 
telecast American events of entertainment importance 
should be made in exchange for Canadian events of egual 
amounts. 


4) SJURLSDICTLON 


-~Should come completely under the Canadian Radio Television 
Commission, 


In conclusion, I believe that a truly Canadian Pay Television 
Network can be formed, to assist in the Canadian production 
of film and entertainment events that will be demanded in 
the international marketplace. With concessions on the 
commissions behalf, for the farst year or two of development, 
perhaps the two Pay Television Networks can succeed in the 
most natural pay tv method, cable, and extend to the rural 
methods of transmission aS soon as possible. I hope you 
will accept these points, as a submission on Pay Television. 


Sincerely, 


“AINISTRATION: 
O RUE MAYRAND ST. 
INTREAL, QUEBEC 
Tet 


-: 731-7951 


ne AU DES VENTES: 

ES DEPARTMENT: 

17 OE LA SAVANE 

“TREAL, QUEBEC 
1a 


: 731-7861 


IVNGES 
RUE MAYRAND ST. 
)NTREAL, QUEBEC 
P 2E1 
> 731-7761 


The Canadian Radio-Television Commission, 


100 Metcalfe Street, 
Berger Building, 
Ottawa, Ontario. 
K1A ON2 


Dear Sirs: 


COMMENT 
COMMENTAIRE 


September 29, 1976. 


In response to the Commission's request for submission 
regarding Pay TV in Canada, we have attached 3 copies of a short brief 
which suggest that it may be appropriate to delay the introduction of 
Pay TV in its present form, and to adopt as an interim measure an alter- 
native method of stimulating the production of Canadian television 


programs. 


We would be pleased to answer any questions which you 
may have but we do not request to appear at any Public Hearing on this 


subject. 


DMF/gt 
Enceis.. 


ours very truly, 


David M. Ferguson 
President 
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After several years of delay, the Canadian Government has instructed the CRTC 

to open an investigation into the opportunities and benefits surrounding the 
introduction of Pay TV in Canada. This represents a significant change in public 
s policy for Pay TV has been prohibited by the regulatory authorities. Obviously, 

the Government has now come to the view, long held by certain others in the 
industry, that the capacity of Canadian cable television systems now hold more 

for the benefit of Canadian art and culture than their potential to harm the Canadian 
broadcasting system. 

This timing is appropriate because with the licensing of almost all major metropo- 
litan centers in Canada for cable television, we have now reached the high tide 

of any harm or potential harm that can be rendered to conventional broadcasting 
through the importation of American television Signals. Henceforth, the bencfits of 
coaxial distribution, with its enormous Carrying capacity, will compensate and in 
time could far outweigh the risks and potential harm to the Canadian broadcasting 
system. 

The proponants of Pay TV mare elaborate promises of the benefits to be derived 
from this new outlet and all of these predictions, even the most enthusiastic, will 
no doubt be realized, in time. Pay TV is coming and in the right form and at the 
right moment will generate opportunities which will be unrivalled. But today there 
are alternatives which in the short run at least, may be much more advantageous to the 
participants in the Canadian broadcasting industry, especially Canadian producers 


of television programs. 
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One hesitates to state contrary views when from all sides we are being encouraged 
to embrace a new delivery system and reap its rewards. But an argument can be 
made for the opposite point of view and the short answer to the question "Who needs 
Pay TV?" may be that at the present time, no one needs it. 
It is important at this crucial turning point that we should not leap immediately and 
prematurely towards final decisions regarding the structure, performance and owner- 
Ship of a system of Pay TV for Canada. To be sure, the experience in the United 
States where Pay TV has been introduced for several years Suggests that there is a 
ready, if somewhat specialized, market for such a service. But the structure of the 
Canadian television and cable television systems is different from that in the United 
States and there are alternative avenues available to us today which probably hold 
greater immediate advantages. 
Why Now? 
To analyze this Situation, it would be worthwhile to examine the objectives of the 
various participants which now lead us to examine the potential benefits of aye. 
15) For the Canadian Government, the change of policy stems surely from tho 
growing belief that Pay TV can generate significant funds to support an under- 
developed Canadian production industry. It is only the promise of this support 
which has encouraged the Govemment to moderate its fears over the audience 
fragmentation produced by expanding Canadian cable television systems. 
2) The broadcaster, fearful of further audience fragmentation, now sees that this 
is inevitable and prefers a form of non-advertiser supported competition to the 


further proliferation of commercial television stations within their markets, 


Pete 


i 
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Those broadcasters with production facilities, also recognize that losses, 
resulting from declining circulation can be compensated for by additional 
production revenues generated by the Pay TV channels. 
3) For the cable operator, who has always been interested in PayidVretDls 
represents an opportunity for the further use of his system, expanding its 
utility and increasing service revenues, 
To these specific objectives should be added a fourth and that is that we should 
seek preliminary approaches or solutions which will leave a large degree of flexibility 
for the future in the event that the universe does not unfold as it should. One should 
be hesitant to create ab initio a costly and elaborate structure when future development 
cannot be reliably predicted. Further, it must surely be agreed that we should seek 
a system with the minimum amount of rules and regulations regarding content, perfor- 
mance, revenue, distribution and profit. Such regulations may, in time, prove to be 
necessary in order to reach the hoped-for goals but it is sensible at the beginning to 
establish an environment whereby the principal objectives can be pursued without the 
incumberance of regulations and the cost of enforcement. 
Current Pay TV Delivery Systems 
The problem with conventional Pay TV, as it has developed in the American suburbs 
serving the major metropolitan areas, is that when applied io the Canadian scene, 
it will result immediately in substantial revenues for manufacturers of security devices 
and there will be a long delay in the generation of revenues to support Canadian 
production. Even in the United States the amount of new production generated by 


Pay TV has to date been minimal. 


preety 
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Pay TV, as it is currently available, requires a dedicated and secure channel on 
the cable system. The simple fact of the matter is that there is today no satisfactory 


low cost method of providing this security. 


The much talked about "negative traps" are frankly unusable in any large metropo- 
litan area where a significant proportion of the population lives in apartments, 
connected to cable by common risers. We are: many years away from the rebuilding 

of these systems. The newly developed "positive trap" is only now being tested in 

a small community in California and there is Significant technical evidence, now 
apparently being 3 Susan in the field, that such systems are easily by-passed with 
an enormous rate of pilferage. Certain observers who have studied these test: claim 
that the effective life span of the “positive trap" may be no more than ninety days, 

for such is the speed with which supsceeaere can acquire a by-pass device. 

The only other form of security available to us today is an encoded-decoded system 

of scrambling which requires a de-scrambler terminal at each IV set. The cost of 

Such a unit today in addition to the basic cost of a channel converter is in the range 

of $40 to $50. When one considers the early stage in the development of this equipment 
and calculates the Capital cost, eaters of obsolescence, the interest Cost, tie ser 
vicing expense and the anavoidable high rate of pilferage, it is clear that the develop- 
ment of any delivery system which requires these devices, could wel generate an 
expense of at least $100 for hardware and maintenance costs over the first three years 
of operation. These calculations should be given extensive and detailed study , for 


it seems to further none of the objectives outlinal above if the first call on the 
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potential new revenue from Pay TV is to provide such sums of money to manufacturers 

of distribution hardware. This being the case, there is surely merit in examining 

whether, in the current Canadian situation, there are not alternative ways available 

to us which will generate more funds for the Canadian participants, the most important 

of whom is the Canadian television production industry. 

An Altermative and Interim Solution 

One alternative should not be overlooked and that is the further exploitation of the 

"Supplementary Channel" already approved but virtually unused by Canadian cable 

television systems. The CRTC has for.some years been prepared to allocate a channel, 

usually on a non-standard frequency, fora supplementary service, but the regulations 
regarding the program content of such a channel have been such that its use today has 
been minimal or non existent. But this already approved concept can be resuscitated 
and would provide immediately an outlet for Canadian production along lines consistent 
with those expressed in recent Government statements. 

Let's assume the following, that: 

a) All formal regulatory restrictions would be removed from the use of the Supple- 
mentary Channel on a non-standard frequency. The control over program content 
would be governed by community standards, competition from other sources of 
entertainment, subscriber pressure, etc. 

b) Cable operators would be allowed to raise their rates by any amount not to 
exceed a maximum of, say, $2.00 per subscriber, per month, Again the specific 


amount of increase would be governed by the situation prevailing in individual 


localities. 


ey 


c) A specific portion of this rate increase, say, 90 percent would have to be 
spent for programs on the Supplementary Channel. As noted, there would be 
no content regulations required, but there would be the stipulation that a 
certain percentage of whatever amounts were allocated would have to be spent 
at arms length transactions with "legitimate" or "accredited" Canadian producers. 
The percentage allocated to Canadian production should be somewhat lower in the 
early development years, allowing the initial popularity of the Supplementary Channel 
to be built around readily available American programs. However, once this had been 
achieved the allocations to Canadian producers could be increased substantially to, 
perhaps, well over 50% of available revenues. 
This is an obvious attraction of such a solution to the cable operator. In addition 
to added revenue, he creates a new Service for subscribers which should improve the 
utility of the cable subscription and increase the penetration of his expanded service, 
converter package. Such a scheme would allow him maximum flexibility regarding 
rates and programming; it would introduce no new authorities or administrative impe- 
diments and one could expect that a variety of different programming solutions would 
come forth. It does, moreover, ensure that a major portion of the funds generated 
will be spent with Canadian television producers. While no one can predict the 
programs that will result, we can be certain only that the solutions will be Canadian. 
As noted, no further investment will be required in expensive and untried technology 
and hardware, 


Yor the Canadian broadcaster, there can be no escaping the tact that his circulation 


will suffor depending on the Popularity of this new Supplementary Channel, but 
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Significant inflows of new revenues for Canadian production should, in large 
measure, compensate for this. 

The obvious benefit is the immediate stimulus which such «a system would give to 
Canadian television production. The principal objective of the Canadian Government 
is thus pursued from the very beginning. No delays for conventional Pay TV 
feasibility studies will be required; no substantial new investment will be required; 
no funds need be syphoned off from production to pay for hardware. We will simply 
be using another channel already authorized, for somewhat different programming 

to be sure, on the existing delivery systems. The recent change in Government 
policy would thus yield immediate and substantial results. 

At present, channel converters of various prices and qualities are readily available 
at all manner of retail outlets in Canada. The availability of such devices increases 
the risk of theft of service, the pilferage of programs by cable subscribers. It would 
be consistent with the stated policy of govemment support for program production if 
laws were to be introduced, as they have been in the United States, prohibiting the 
sole use or attachment of unauthorized devices or terminals on cable systems. This 
would prevent pilferage and ensure that those who wanted access to these programs 
would be billed accordingly and the funds thus provided could be funnelled, as 
described, back to the program production industry. 

The Future 

In the long run, perhaps the most attractive foature to this alternative is that it 
Imposes no new rigidities, structures or inflexibilities for the future. No new 


agencies need to be created, no new groups need to be licensed and monitored and 


the Govemment will be free in future to pursue other forms of Pay TV as they become 
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technically feasible and economically practical. 
One cannot overemphasize the importance of this latter point. The ultimate system 
of Pay TV is not something which can be produced today, for current equipmeni and € 
economics demand that we proceed now via some form of subscription or private channe] 
television. This has many disadvantayes and limitations not the least of Wiles tite 
there is no incentive to develop quality or variety on this channel over the long run. 
The desirable form of Pay TV is, of course, a system whereby programs can be purchased 
individually, leaving specific and complete choice to the subscriber. We are probably 
only five or six years away from that point in time when such a delivery system will 
be available, and there is a strong incentive to wait se Pay TV until we see better the 
shape of such a system. In the meantime, it would be foolish to invest the sums 
required in hardware, carrying costs and maintenance expense for an interim system 
which will only syphon huge sums of money away from the immediate goal of stimu- 


lating the Canadian television production industry. 


CABLE TV LIMITED 


September 1976, 


Qui 


Sommes-nous 
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Montréal, Canada 


Mont nealpiles.50 septembre 1975 


CONSEIL DE LA RADIO TELEVISION CANADIENNE 
a/s Monsieur Harry Boyle 
Président 


secre 


100, rue Metcalfe ) eS ae 
Ottawa 


Ontario COMMENT i Ci egg 
COMMENTAIRE | 


C.R. 7. C. ~ Ottawa 
Cher monsieur Boyle, 


la, presente fait suite a ."appel de commentaire 
SOMbect tea par wwotre crrcularre du 30 Guin 1976 
concernant la télévision a péage. 


SuUltes ad: cette circulaire,. les’ membres. de notre 
assOGlabion Se SOnt reunis a plusieurs reprises 
pour €tudier les différentes facettes’ de la mise 
en Oecuvresdtunesysteme, de television & paage au 
Canada. 


Jé me permets d"abord de vous rappeler que notre 
aSsUcCiationg repréesente les distributeurs “indépen- 
dant seed ewr i Ans equi sopewentealaCanada wa partir de 
Montreal (ou AabpaThirvedealorontor mags vec une ba- 
se permanente a Montréal. 


Pax “indépendant” an entend un distributeur con- 
tré61é@é majoritairement par des intéréts canadiens ‘ 
contrairement dad un distributeur contr6élé majori- 
tairement par des intéréts étrangers et communé- 
nentyappetes ination (Raramount,..rox., Columbia, etc)’. 


NOCréenwassociat tonvonoupe quinzes(15).distributeurs , 
hesquels ssontyorespansables, d'éenvaron, 90% du volu- 
me d'affaires créé annuellement au Canada francais 
par tes Mindependants" et d'environ 70% du volume 
d'affaires créé annuellement au Canada anglais par 
Vest Vind ependamtissy 


MY 2 


‘ ; Ste Brot 
2 
Quelques Avant d'entrer dans le détail de ce que nous 
indications croyons 6tre la question primordiale, nous vou- 
générales lons simplement vous confirmer que nous sommes 


heureux de constater que le Conseil de la radio- 

télévision canadienne et le Ministére des Commu- 

nications ont décidé de réglementer immédiatement 

la mise en place de la télévision a péage, nou- 
veau mode de diffusion qui’ne pourra que favoriser € 
L'essor de motreée industries: sonvorrentation de 

départ est la bonne. 


Nous ne croyons pas nécessaire, pour Pinstant, 
de vous faire des recommandations sur tout aspect 
qui serait davantage relié au “hardware” et a la 
structure méme de La “super-ag: ace", sant que 
nous pensons : 


a) que Ye reseau dey cablo-dastripurionyserait 
le plus approprié comme véhicule pouvant 
transmettre le “software’” aux (comsommateurs, 


b} que les grands ‘réseaux de teléVision (C.B.C., 
Radio-Canada, "GFV, Canal “10> etc) doivent 
etre’ "completement exclus de assume: -avence, 


c} gue’ tes modes “¢'implantation de la television 
a péage doivent €tre les mémes a4 travers le 
Canada, au niveau des princepes , Mars COmpor ter 
certaines differences tdvapplucacton tentre ditin— 
sion en milieu francophone et anglophone, vue 
lVenprasée moins grande des tmajors sur ler mn: — 
lieusfraneophoire et, par consequent Te role plus 
grand joué depuis longtemps par les “indépen- 
dants. 


La question que Nous jJugeons Vitale ereesocenti elle 
se resume en bien pew de mots % 


- Tout film, téléfilm, série télévisée, etc, pro- 
duits® a I exterieur dw Canada wqueloeque s01ent 
son origine, sa date de production, sa durée, sa 
couleur, son support: technique (vidéotape, vidéo- 
cassette’,* 8mm’, 16mm, 35mm, etc) devraient étre ac- 
quis par le réseau’ de télévision a péage via un 
distributeur canadien "indépendant". 


La question 
Vitale 
pour nous 


Permettez-moied Nateteer Votre ws tren tones ure 
haillon indispensable quest le sdistriputeur de 

falms “indépendant” pours asseoir les bases dune 
industrie cinématographique canadienne. En effet 

On OUDlLe trop souvent quel lesedastribuceurs, Vin- 
dépendants" sont une source importante de finance- 
ment pour la production cinématographique canadienne. 
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Les montants investis par les membres de notre 
association, par exemple au cours des derniéres 
ANNE ES LS MELE Vert sana 92h rod O OU BCE ceci dans 
la production de longs métrages de fiction uni- 
quement. Ces 9 millions de départ ont nécessai- 
rement engendré d'autres investissements se chif- 
* frant en millions de dollars dans ce méme secteur. 
. Inutile d'insister sur “le fait ‘quiune bien faible 
partie de ces 9 millions a effectivement été ré- 
cupérée par ces investisseurs. 


Il est évident que sans les distributeurs "indé- 
pendants", ces investissements n*auraient pu 
avoir lieu, car il est de savoir commun que ies 
"majors'', malgré des ressources infiniment supé- 
rieures n'ont, a ce jour, pratiquement £ien, n= 
vesti dans la production cinématographique cana- 
dienne. Non seulement ils n'ont pas investi, 
mais nous pouvons affirmer qu'ils ne sont pas in- 
téressés i ce que notre industrie se développe, 
car les films ainsi produits accaparent nécessai- 
rement une partie du marché auquel pourravent /2- 
voir accés leurs propres films. 

La présence du distributeur "indépendant" a été 
immédiatement évidente lorsque la Société de dé- 
veloppement de l'industrie cinématographique ca- 
nadienne a commencé @ opérer. C'est en effet 
chez les francophones que le premier boom de la 
production canadienne stest) faitsentiz tet cecs 
uniquement parce que le Québec , grace’ auxiiparti - 
cularités de sa langue, avait permis que se dé- 
veloppent des distributeurs, producteunrsi et, ex-> 
ploitants "indépendants" en plus grand nombre 
que dans le reste du pays. 


Cependant, la situation de plusieurs de nos mem- 
bres est de plus en plus précaire car les '"ma- 
jors'"' commencent A organiser systématiquement 
leur contre-attaque en vue de reprendre la par- 
tie du marché francophone qu'ils ont alors per- 
du depuis 1969/70. 


A long terme, il n'y a qu'une seule possiuilate 
pour les distributeurs "Nindépendants" de survi- 
vre, de se développer et dtavoir L'opportunité 
de jouer un r6le considérable dans’ |l‘industrie 
cinématographique canadienne, et c'est depravers 
une réglementation du Gouvernement canadien qui 
ferait en sorte qu'un film étranger - autre que 
américain? - ne puisse étre distribué au Canada 
autrement que par l'intermédiaire d'un dst ri pu 
teur "indépendant". 
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Nous savons qu'il y.a encore, beaucoup de chemin 

A rfadse Mour en, aur ivyem.lia, mais mn precedent 

Vitaly pourrait tre etabieela dl occasion cela 

réglementation de la télévision a péage. En 

effet jnul isexrdit Gacile d’imposern, das te “de- 

part, que tout.au moins, pour ce mode de diffu- 

sion pela stotala teuduwisottware'Pinon icanada en 

Sobt dacquisivia gles pdisittrihuteurs -independants’. e 


Siv tel ne devatbtipas etre le.cas, legadistribu- 
teurs “indépendants" seront appelés a disparaf- 
tre aurcours -des prochaines années et .sans.ecux, 
nous pouvons affirmer de fagon absolument caté- 
gorique qu'il sera .impossible que se -développe 
une industrie cinématographique "culturellement 
eanadiennell, 


Nous pourrions ,ycommeynous)l'avions pense.a ly 

a quelques: semaines, vous falre.part.de nombreuses 
autres considérations relatives a l'implantation 
de la télévision a péage au Canada, mais finale- 
ment, nous. croyons,@u‘a ce stade-ci, si le prin- 
cipe de 1'apprevistonnement via, les) distriputeurs 
"indépendants" n'est pas etabli déefinitivement 

ay depen. Sibout Gaantre: Consideration que nous 
peurneeans faine seraite nt nwt wer 


Espérant avoir l'accasion de développer notre 
point de vue plus amplement au cours d'audience 
publique ou de rencontre privée avec vos délé- 
gues chargés de la, réglementation de ce nouveau 
moderde, diw.fasiion,, pe yous prie td 'agmeer. cher 
monsieux Boyle, l'expression de mes sentiments 
distingués. 


ROCK DEMERS 
Président 


ASSOCIATION QUEBECOISE DES DISTRIBUTEURS 
DE FILMS 


ceGn 

Madame Jeanne Sauvé, Ministére des Communications 
Monsieur Miche leAgpan, aC. hol .G. 

Monsieur M. Desjardins, Ministére des Communications 
Monsieur Guy Lefebyrg,.C.R.T.C. 

Monsieur Jeans kortaer. CLR... 
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COMMENTAIRE 


HES 


2p) Le Tie oy : 
peptvenbe r a, “1975 SEC RETA Q1AY 


Cann dian Radio and Television Commis sion acT e 197 
100 Metealfe Avenue a 


et Loe 
btoawa 


Dear Sonmis 6) ony ; Ras Ban FR, ©. Cc, 
1 


Late wri thao tated ter ase DE Lvabe ci ti ren altaqonen as 

ray ate. of Cousnica-tion, Spudles and A ector of Vancouve 
Co-operative Radim T an in a position to have more inforsmtion 
tha i mos co. 


Be 


Put» Lawrie: 1 ox myself because Lam as mnrusel as.any verson 
ahoub nay television. How can I, a onfi rmed watener of Rockford, 
Barretoe and hOjJan. se S85 that the average urbsa Canadian 

should be denr inneds of first run movies in his or her Jivine mon, 
[ watch television when —T am tired, when I can forget the 
frustrations of work in.a dance of image, colour and light 

fiom the television screen. While I appreciate the Mi ez@en ony 
eroewacreilicesee sll sel. dom wateh:- them. I will not say that I never 
intend te subdsicr. be to, pay, Bees Omg) MO ig. sue b other Canadians 
Wika SHES at er ae diet of slic oo mine reial television 

should not also have the cherry de oe eo umey cial. Ree 
movies as well. 

1 do not think I am less of a Canadian nationalist for that. 

tT d mot vet umerstand the rela ea elausiemine! aya she at we watch 

and our survival as some kind of inde 19 endent Bisa ie ea Ld 

if stranve, but hiehly significant, that the ; nvasion of cable 
has been accompanied by a new rush of Ganadian mtiorml ism. 


Yet this is an intervention against pay ts = vi siom.. Why? 


bri bibiion System for Averican mvies. T oppose any propos al 


that would use pay television to enri ch anythines but the 
sector of comnunications. I opsose any att anpt by, those 
idling nay television to marrow the detate to qestions of 


+ 


Laat Meee ey Rater ane omenee Ba Caradiam, trols. 


dy) not oppose pay television per sey. peasy Ss only a nev 
| 


now pe dd). 
Cea et Di ieh 


T had no intention of intervening. T read the gerates from 
a year aso and was satisfied that the GRTC had done a renarkable 


job of talancing the intere sts and options hatween the Canadian 


brosadeasting indus try and support for Canadian epntent, if not 
indepsniance, in this little corner of the econnemy at leash. ‘There 
was 4 resowrition of public support for b le arts, an understanding 


that “ansumer demand" is of ten stimniated, pro vo Ked w genera ted 


i Sop SuOcek eG. 7a dvertisinge cam pal ans. 


i, And on @) private citiven's type writer, 


: { 
Vancouver, 2. | Recsived by | Secu par 


SO ee ere Se eae eT ae 


Mind OR AMD noes UN. aeliboe 


~~ 


there was an unders standing that it was easier "to poe 
off orosress ve if that..is whet mv television is, thar 


reiprein an established se Tae e once oeonle have e<rriwna 
used to its easy accessibi 1i 


BiG ere rs 
Pay televisi 
speculation) than as a demonstration of some 
ugly realities and sad fallacies in co:amunica 
bhe LnevSs try and the arts. And i oay tele wt 
create destruction before it even hits the shore on, we 
can wait ‘a litvulLs lonser for its intrmoviucti om let ine 
explain what I mean. 


tened to the debate and J have become anrry. 
on is less real as a phenomenon (more Like 


oT le Ee 


Q 
i 


de once broadcast a debate between a man with large financial 
holdings in broadcasting and Simmna Holt. Hee man told Simms 
that being a Canadian demanded a certain degree of sacrifice, 
It was, he claimed going to cost éach am ey ery one or us 
something to be a Canadian. I suspect if IT were tn do that 
interview again now, that "something" would be nay televisinn, 


ia) 


But that is one hell of adefinition of being a Canadian (thoush 
one which owes a debt to Margaret Atwood) It makes "Canadians" 
out of those who are hot something else, and a virtus out of 
learning to do without. I cannot acceot that. 


It may well be a fallacy to think there is 9 necessary 
contradiction between being a Canadian (or nationalist) an 
watchine a television. But that depends upon whst 
being a Canadisan See is} iL dont think 1 15° Sonmethine 
that can be ea sily polled or sampled .We cannot divorce 
ourselves from daily experience, shared circumstances, no wabter 
how ill enuipt we may be to define that exper on ine in terme 
of national Seen Out penavion, Sselt “and national 
image is not simply a Paviovian response te snpoor fed 
sweetness and violence in what is essentially a leisuretime 
Setivity, © Tie sane ps ple who “ae ae epee 8 Wi tb 
me know what its like to move from Thompson to Fort 
McMurray to find work, leave the back door unlocked to 
ZO shopping in the inner city, buy B.C. produced eas at 
twiee the "BC. price in Washing ‘ton, follow Joe Clark 
and Trudeau two years before an election. Leisuretime 
television viewings as only a small part of the expericnce 
Of living in this country (altvough. lice sleep, it consumes 
a good deal of time) But we are eas ily fooled into 
believing it is the whole experienca, in part beacause 
our lack of skill in articulatine who are sre, and hoy we 
feel, is directly related to television watchine, But 

] son has Jiitle to dorwith Ghat. woe with woe 


Ls a A a a 


hoa 
Ye hh : A) ot lai . 
edt ncdoancdenan sSNA n Bale dee Deis cnet i ROA ork bP lh ne tales 


A fa at Ny cy 
fa ght ith | be ue 
ee sary Seance dba dae cal 


pled stand of the CRTC to protect us from another 


bie) pee. 
American invasion do very much to challenge Polavnanon s 
® unwillingness or inability to Sharpen our reel (re yan ped, 
exoression. JI wish 16 were so simple, and thet the hes wise) 
to consider pay beleviston could be so MPO Dereo MoUs 
survival 2a a mation. THe dahfer isy OM mourne, biiab Pay 
television will be treated as the symbol of our reaction 
to creeping Americanism, rejected as 2 symbol of our probective 
stance to Canadian culture, and meanwhile the eradual erosion 
of a strong communications bond in this country will continue 
in piecemeal regulation, eoynditions of licenca and reversed 
dagisions, and lack of support for the CBC. 


Ss 
SI 


Nationalism in Canada has never had mass Supporue, YO has never 
been based in the desires of an urbanized middleclass to fet 
orobect and support for the idea that hometown and businass 
Function at the centre of the universe, (and thank heaven for thet ) 
Tt has never fared well in consumer DOL Ss agence. establishment 
concern, & passion of the intellectuals and the artists, And 
because it is class based, it nas never fared well except Ww 
around the particular needs of fe. arts or in,ellectual 
T cannot imagine many ordinary people (no matter how Canadian) 
making the connection between pay television and the survival 
of Canada. In its openness to thoublic response” the CRTC 
would do well to. consider the complexities ofpublicopinion, — 
that “public” in the sense Of public Interest has a variety 

of meanings generated in the very specific situations in which 
if) tel articulated. 


——- 
a 
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es 
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ee 
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There has be2n no oublic debate on pay teveristom,. “How could 
there be dehate on the market speculations 7 industry-generatad 
proposals, Yet in pay Mele vision, core vos farhu wine tia CRTC 
history, the CRTC has ho precedents, no grandyvatners, no pre-condition: 
of policy. Tee indusery has been left to define the debate 

in terns of profits and efficiencies. The filmmakers have 

contributed only a debate on funding alternatives of their 

pwn ambe andus tr... ane CRTC tas bean left to represent public 
interest, and at the same time arbitrate bemweon the conflicting 
interests of opposing groups. The sad part is thab in the 

Drocem Ol considering pay television, our options have shrunk, 


the debate is more and more confined to are by me eS and 
cantineuenasy. The role of the CRTC seame to he shrinkins 


precisely when: it should be expanding. 


sss 


Similarly, in the debate on bay television, ftilimakers and artists 
have narrowsd their concern to money, 35 Pfoim.briseday ou shat ting 
definitions of "Canadian produc tian there. is any euarente 

that new funds would be available to the averases creative 


Filmaker. Who here is talking aboub what could ba done_wi th 


nm aia 


tha medium inatead of waat could be done wie bhe money ¢ 


rey eal AL vastness aye he 
‘ 4 one etait i iiegt varia 4 
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Montreal September 29th, 1976 


Mr. Harry Boyle 


Chairman, 4 ¢ 
Canadian Radio-Television and Kecered = gees 
Telecommunications Commissiod, ney al pr Pde wor eal Sorel he 
AAA - r = 3 | Tapa Wan Oe ena a 
100 Metcalfe Street COMMENT Busdau du Cie! do Cobinet 
Ottawa, Ontario, K1A ON2 COMMENTAIRE acy Ty 


Mr. Chairman: 
R. qT, a Moray Ottawa 


Following lengthy consultations with the Associates of 
the TVA network, we have come to the conclusion that the Asso- 
ciates will not get involved, at the moment, in the creation of 
a pay television system in the province of Québec. 


We are of the opinion that under the present guidelines 
and circumstances it would be almost impossible to establish a 
workable system. 


The conditions, as presently described, create an almost 
unsurmountable problem for the production of programs and feature 
films that could stand the pressures of pay IV. It is our opinion 
that pay TV on a daily, weekly or monthly basis is presently im- 
possible without feeding itself from existing television formats 
and productions. 


Consequently, we are very concerned that if the rules 
of pay television as presently projected were to be changed in 
any way, it would surely compromise the existing broadcasting 
system. Pay TV, in our opinion, can exist for the time being 
only on a per occasion basis, feeding itself from foreign super- 
productions and super-events that are not in the realm of every 
day television. Product constitutes the main problem, and we 
do not think that Canada can supply the necessary productions 
for pay TV. Therefore, we find a basic contradiction between 
the general cultural goals defined by the Federal Goverument, 
the policy of the CRTC on Canadian content and the operational 
necessities and production requirements of a pay TV system. 


SLE 


bi ined wishes ort alin sens ati 


TELE-METROPOLE INC. 


Mr. Harry Boyle - CRTC 
9/29/76 - page 2 


We believe that it would be premature for Canada to get 
involved into pay TV, that more time and more, studies.have to be 
made to determine in a more precise way the; field,.of, activities 
of this new venture, and its immediate effects on the whole broad- 
casting industry and on the ‘Canadian cultural. agpiyations at 
large. ; 


I have-already discussed at length with you the various 
aspects of this problem; this letter is for the record, only to 
confirm our position and point of view to the introduction of 
pay television in Canada, which, in our mind, should not be part, 
in the near future, of the global television picture in Canada. 


Yours very truly, — aren | | 
ee \ 


Roland Giguére, 
President and 
Chief Executive Officer 


7 Me 


as 


Address of Correspondent: 
CLEARWATER FILMS LIMI'SsbD, 
A36 Sackville Street, 
Toronto, Ontario. 
M4xX"LS9. 
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COMMENTAIRE 


September 30, 1976. 


| VE 
Mr. Guy Lefebvre, (Ay qv | 


Director General of Me ceneinge 

Canadian Radio and Television Commission, 
100 Metcalfe street, 
Ottawa, Ontarzo- 


Dear M. Lefebvre: 

Please find enclosed three copies of our second Pay Television 
Brief. We look forward to discus ssing our views with the 
Commissioners and, of course, we will be pleased to answer any 
questions you or they may have. Please consider this letter a 
request, as well, to appear at the hearings. 


Yours very truly, 


yh Abn 


G. CHALMERS ADAMS 
VICE-PRESIDENT 


GCA/sh 
Dhated! by. 


OCT 12 1975" 


CRTC, 


 ttew 


(Sama chey mo 


ocicvton of Mietion Pieturc Producers 


COM! AMENT \ 
CONNIE assis | 


eee 


PAY TELEVISION AND THE FEATURE LENGTH MOTION PICTURE 


A SECOND BRIEF TO THE 


CANADIAN RADIO AND TELEVISION COMMISSION 


WITH A VIEW TO 


PUBLIC HEARINGS AND THE LICENSING OF A NETWORK 


SUBMITTED BY 


THE CANADIAN ASSOCIATION OF MOTION PICTURE PRODUCERS 


Septebmer 1976 


Bn (aabolla Street, Toronto, Canada M4Y 1N1 (416) 964-6661 


Canadian Association of Moatien Picture Producers 38 Isabella Street, Toronto, Canada M4Y 1N1 (416) 964-6661 


PAY TELEVISION AND THE FEATURE LENGTH MOTION PICTURE 


INTRODUCTION 


The Canadian Association GfeMotion Picture Producers, introduced 
itself last year to the Canadian Radio Television Commission as a 
voluntary association of individual film producers who are 
primarily responsible for producing the majority of Canadian 
feature length dramatic films in the English-language during 
recent years. Apart from the fact that our members have produced 
many more feature films during the past fifteen months, the most 
significant change in the conditions which we enunciated as bearing 
on the introduction of Pay Television in Canada is the greatly 
increased enthusiasm of the C.Ruv.C. fay this, prospect. We are 
encouraged by the Commission's joining us in our enthusiasm and 
we are particularly gratified to hear reaffirmed the proposition 
that Pay Television (P.1T.V.) must have, as its primary purpose, 
the benefitting of the Canadian programme production industry. 

We are, moreover, especially pleased to know that the Commission 
has come to share.our view that P.T.V. ought Lowand sceu x1 cpresent 
a springboard for the marketing of Canadian made programmes 


abroad. 


With few, and perhaps no, exceptions the submissions that the 
Canadian Association of Motion Picture Producers made in its 

brief and in its oral presentation to the Commission in June 1975, 
remain true. With respect to the feature film production industry 
itself, however, there have been two significant improvements: 
firstierhe financing of films now has the benefit of significant, 


rather than token, participation of the major exhibition chains; 


and second, £ilm producers are now in a position to represent, with 


clarity and confidence, to prospective financiers, the tax implications 


of an investment!in a motion picture, andmtor thatemitucry aise 


programme produced on videotape. 


Gai Hee Gere? ok RI eee UR 4 Hy Pow ele he Comins ron etne aU enon 
note, nok wrehout mt Tttie Sati siactrom, that audiences in the 
Yoronto market had the opportunity to see as many as seven Canadian 
feature length dramatic programmes. Five films were playing in 
theatres: "The Clown Murders", "Shadow of the Hawk", "Death Weekend", 
"The Far Shore" and "Goldenrod". CBC Television was offering a 
feature made-for-television, "The Man Inside" and one channel in 

the CTV network was offering its audience, which included Toronto, 
the film "Paperback Hero". In addition theatrical audiences could 
have seen the work of a resident Canadian director in the 

British feature film "All Things Bright and Beautiful". Several 
other features had been released earlier in the year and several more 
were to follow. Five major films were in production, including one 
based on W.O. Mitchell's classic “Who Has Seen the Wind", “and=the 
programme for the Canadian Film Awards held the prospect of 

seventeen feature length films, completed in the last year, about 


to be presented to the public. 


Among the plethora of remarkable aspects Of this year's production 
are these facts: 
+) Production costs ranged between $50,000.00 and 
Si, 0007000. 00% | 


2 The money to produce these films came largely from 


Canadian investors. 


2) Major American and British distributors and producers 


were beginning to participate in some proapetions. 


4) Some of these films have already been sold and 


released abroad. 


5) The subject matter ranged from the purely artistic 


to the unabashedly commercial. 


6) And Canadian audiences evidenced their interest and 
enthusiasm for many of these films by actually 


paying CO Seer tnemt! 


ALIPot sehisye Ofreccunse Saceineatdeor the proposition that the 


Canadian production industry is resilient, ‘diverse, and entire 
Capable of producing a sufficient number of films, at sufficiently 
large scale, to meet, at least in part the increasingly voracious 
appetite of the viewing, public for dramatic feature length 

motion pictures. We have believed for some time now that our 
programme production industry could, were there sufficient money 
available for the purpose, produce upwards of thirty-five per 
cent more high-quality feature length films each Wiachone aye that, 
we have recently been confirmed in this belief by an independent 
study by the federal government's Bureau of Management Services 
which reported that the available production capacity was fifty 


percent greater than that being used at present. 


Our contention 1S, then, that the production 4andustry will be 
able to respond relatively quickly to the need of Pay Television 
for film programmes, a need which most seem to agree will 


represent about one-half of its offerings to the paying public. 


We feelcompelled to point out that we do not Cx pece te be, eb!lc 
to satisfy the entire range of viewer wants and needs with 
Canadian programming. Philosophically, we take the view that 
the exclusion of non-Canadian programming is undesirable, and 
unhealthy: we doubt that a paying public could be expected 

in. this day and age to accept this and we believe that a policy 
of this kind would only serve to ensure parochialism and 
insularity for this country's production industry in an 
increasingly fluid international environment. The free flow 


of ideas is a fundamental (SINS TOE Oxsle Joell save - 


One must not forget that the Canadian production industry has 
been playing its game at a certain disadvantage. We have had 
a very small share of a very large money prize. Now, however, 


with Pay Television there is presumably a more sympathctic 


rulescommittee, the C.R.1:C. And! we Bay eCOSVOMy, Very tlyintuae, 
that Lf youtwieh ot mils te sienesaiee une product ton industry you 
must ensure that as large a part as possible of the revenues from 


the paying public must find its way into the Canadian programme 


Ae 


industey. Put simply the Commission must put in place a 

Pay Television System which will permit its long term survival. 
The system must be in place quickly, before others outside 
Canada are pin a sposution stouimundate 5 Ene slew medium with 
their own signals. And there must be fair access LOX 

Canadian producers together with the largest possible 
financial return to the Canadian programme production industry 


rather than to others abroad. 
THE PAY TELEVISION NETWORK 


Last year we identified several characteristics which we held 
desirable for the operator(s) of the Pay Television System. 
We refer you to that brief and here offer some amplification 


and public clarrification of our views. 


To begin, there are two questions to which neither we ourselves, 
nor anyone else for that matter, has yet offered satisfying 


anSwers. 


The first is: What delivery system ought the PTV operator to 

rely on? There is cable with its converters, over-the-air 
transmission, the memory block, ihe "dish", ana others. What 

does each cost, now and in the future; and which will stand 

up best in the face of internationl competition in this medium? 
The choice is important for its implications involve the 
enhancement or Giminunition of the amount of money flowing back to 
the production industry. We producers have founds thnearres a 

very expensive delivery system; our share O£ the box-office 

dollar is very small. And even though cable seems the most likely, 
immediate low-cost delivery system we ask that the Commission 

be careful lest a particular, potentially obsolete, system be 
allowed to gain, as hardware tends to, a too powerful inhibiting 
influence on the growth of the PTV phenomenon. Rather than 

leave this conundrum entirely for solution by the Commission, 


let us suggest that this very question demonstrates the 


ese. 


importance of building into the licensee the capacity and 
therefore the budget to continually research and evaluate 
the delivery system. Let us not permit the licensing of an 
operator who, like the communications delivery systems to 
date, the theatre and the broadcast mechanism, respond often 


too long after the fact, to consumer wishes and to technology. 


The second question with no clear answer is: How should the 
financing of or the revenues generated by, the PTV system 

find its way into the production industry? Should the PTV 
Licensee pay for finished programmes presented by the producer 
for sale; should the Licensee invest in programmes which, even 
before production commences, are expected to be satisfying fare 
to the paying public; or, what mix of these two approaches is 


desirable? 


On this question we admit to being genuinely divided. The 
Licensee who only purchases finished programmes can choose 
freely those productions ready for delivery and deliver them 
immediately. He can select the best, presumably, for his 
audience and spread his money to get the most likely money- 
makers or the widest selection or even take chances on doubtful, 
but finished programmes. However the Licensee may be at a 
competitive disadvantage vis-a-vis those users of product who 
buy in prior to production to obtain rights to the most 
promising material at the earliest Opportunity. “And the 
producer is thereby foreclosed from exploring this avenue 
during what is often the most difficult stage of his enterprise, 
namely, raising the production financing. sin the face ote this . 
objection and on the other hands all producers ave Dut antes the 
Same position in the Marketplaceja thas 16, they, each ot them, 
have PTV available only to the extent that Lney can, dels vey ja 
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If the Licensee can be involved in the financing of projects 

ata point berore production begins he can, perliaps , Obtain 

the rights to some of the better programmes which might 

otherwise be available to him, if at all, only after exhibition or 
broadcast in other media. The Licensee might also be able to 
assist the producer at a time when he, the Licensee, is most 
néeded. At the very best, the producer might find himself 

blessed with real competition between and amongst the potential 
USers Ob his product. | The happiest imaginings "OL =the producer, 
aiter all involve people =standang in fine to pay icon the right 

to view his wares! Yet, this way of connecting the Licensee 

with the production industry is not without dangers: the 

Programme mays rari! cto tule er expectations, or even abort in 
production swith Ptnesastendantwlesssosawhateareinoty likely to be 
copious sums to be applied to purchasing of programmes. Too, there 
is the possibilscysthatecommittangua Signitacant sportiion) of the 
purchasing budget will admit of the preference for playing that 

in which you have invested rather than that which, presented to VOY 
the Licensee, .in a finished form, is equally likely, or more 


likely to please the audience. 


Maybe the answer lies between these two poles. Let the 
Licensee both purchase and invest but ensure that the perils 
Of parbacipabing wupstrontysdo notjaltect ithe playing, yand 


paying for, good programmes presented in finished form. 


One further consideration bearing an this question, possibly 
the determining consideration, is that a Licensee participating 
in the financing of a programme, rather than merely purchasing 
the finished programme, might well be in a position to benefit 
financially from the exploitation of the programme in.markets 
abroad. Replenishing the Licensee's coffers in this manner 


is the natural corollary of the proposition that PTV is a 


eu! 


springboard of the producer into foreign markets. 


Now, then, these are some questions which we can answer. 


Should the Licensee be a government agency; should it be 

a private group; or should Zt be a mix “Of both DUbLIC™and 
private sectors? Our ownventrepreneurial instancts are 
accute enough to lead uUs*to conclude Chae a private 

sector Licensee is the preferable one. But even putting 
this entirely to one side, we must address ourselves to 

the logic of the PTV phenomenon;note that its stated 
premise is to make money; recognize and acknowledge that 

it will be, at all events, carefully watched by a very 
effective regulatory agency of the federal government, 

the Commision; and conclude, unqualifiedly that it ought 
not to be any other than a company or group in the private 
sector. The Commission's gaze is, surely, enough involvement 
by government in the PTV phenomenon. Moreover, if the 
Canadian products purveyed on the new medium are to be sold 
abroad, the keenest entrepreneurial instincts must be 
brought to bear on the marketing of indigenous product here 
at home. We suggest, then, that the profit-motivated 
private sector Licensee(s) will be somewhat more responsive 
to audience preference than would a group with government 
participation in the form of both management and regulation. 
If a programme fails to engage the attention of the paying 
audience the Licensee ought to be able to move quickly to 


satisfy that audience. 


The last question sof any real amportance to us as: | low. much 
Canadian content should be required on PTV? Po this question 
we say: if you mean what percentaye of programming should he 
Canadian, then it ought to bo wae much Figh—quat i tiysgnet aie | 


as the Licensee can buy; Gh you aean what percentaiinne: of Mic 


programne purchasing power should be directed to suppliers 
in the Canadian production industry, then it ought to the 
preponderant portion of that budget. Put it another way: 

Co us; “content means dollars, not hours. ‘We do not believa 
a profitable or acceptable system can exclude non-Canadian 
programmes either now or in the future. We do not believe 
that the numbervor hours of Canadian offerings 1S as important 
as the’quality of those offerings. And we know, the Varger 
the share of the purchasing power,of the Licensee that is 
applied to the; Canadian production industry the more likely 
WiLL berthevproimrerabion of production. You see, we in the 
production industry have grown stronger and more attuned 

to our audience in many ways, even in the face of being 
excluded at the beginning from our own means’ of exhibition, 
as long as we could improve the conditions under which 
productions could be mounted and diversify the “pot” from 
which investment funds were drawn. In the design of PTV 

in Canada, as we understand it, the Licensee, tovthe extent 
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our own, at the outset. We submit that producers from 
elsewhereswiid; and vougne, to sell their products to our 
Licensee in the same manner we sell aborad. Abroad we sell 
presently, in many instances, by way of "loss leader", to 

get a foothold, to get mere access to the market, to get 
KNOWN =aniaeceGLRcCOmbDeurelied upon fOr Our product... We don't, 
FOr CnewMOS ee pal te prOLiltemuch LO it 1n the short run. 
Producers from abroad will look at our PTV system and quite 
possibly be prepared to regard it in the same way as we 
regarded their theatrical and television marketplace, that is, 
as a place to experiment with product, as a new medium to 
come to understand. Possibly,nay probably , they will sell 
to us their best for prices which ensure the smallest outlay 
for our own home-grown material.If our system is in place 
first, this view we take may be something more than a pious 
hope. There may be property in knowledge and there is, 
certainly, property in experience. At the beginning at least, 
we will be trading. our valuable experience and a smaller amount 


of money for the best products from abroad. 


So, take the gross subscriber revenues, deduct the cost 
of operating the license with a margin of profit; deduct 
the cost Gf delivery (which we expect to be clesely 
regulated); and then apply the remainder to the 

purchase of Canadian programming, and, to the extent it 
is hecessary to diversify the offering: tosrtne public, | 


purchase from other producers. 


We thank you and we look forward to the opportunity to amplify 
this new statement of our views in response to your questions 


during the public hearings. 
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Mr. Guy Lefebvre, 

Director-General, 

Canadian Radio-Television Commission, 
Licencing Policy & Administration Branch, 
100 Metcalfe St., 

OTTAWA, Canada. 


Dear Mr. Lefebvire: 


Re: Proposed establishment of Pay Television 
In Canada 


CKVR began broadcasting in 1955. At that time CKVR was the 
only service for thousands of viewers in the vast area north of 
Toronto. Subsequently, new stations were licensed in the areca. 
Viewers enjoyed the opportunity to tune additional Canadian and 
American programs on GETO, GICA, ChCH, Global and CITY. 
As a result CKVR experienced extensive fragmentation of both 
audience and advertisers. : 


In addition, we now face the direct importation into our service 


area of American channels via micro-wave. These channels not 
only provide the viewer with U.S. programs that to date were only 
occasionally available, but paradoxically because of the technical 
vagaries of many CATV systems, these channels will be better 
than the off-air reception of some authorized Canadian stations. 
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/2 Mr. Guy Lefebvre, CRTC...c-¢: 


CKVR believes that a future with Pay Television could quite possibly 
result in the demise of the Canadian Television Industry. We already 
see the difficulties facing the smaller TV stations such as lPembroke. 
Next could come the medium-sized operators and eventually the 
larger stations in major communities. 


One problem that we presently experience is the difficulty in 
purchasing program material from Canadian film distributors. There 
is a limited supply of feature films and other programs. High prices 
are demanded and obtained from large operators such as Cf TO, 
Global, CBC and CTV. The law of supply and demand has rnade it 
virtually irnpossible for CKVR to campete for product. Compounding 
this problem is the fact that nearly all stations within our coverage 
area which are able to outbid us insist on lock-out clauses. 


Pay Television will aggravate this problem. Those viewers who are 
unable to afford or have access ta pay television, will be relegaicd to 
a second-class status as the pay television operators will price product 
and its availability out of the reach of all_ off-air stations, not just 
CKVR. 


The viewer will be forced to buy programs which he has been 
receiving free. Eventually the quality of programming off--air will be 
watered down to only what the commercial pay television operator 
does not choose to buy. 


Viewers tastes will be exploited as pay television strives for more 


extravagant spectaculars to justify the costs to the viewer for programs 


he is now able, in most cases, jo obtain free. 


We would respectfully suggest that the Commission carefully weigh 


the decisions facing them regarding pay television. These could quite 
easily signal the end of television in Canada as we now know it. 
Slincerely , ; 
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Vice~President & General Milcaticaget. 
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